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The March of the News 


IN NATIONAL AFFAIRS 


Tax revision at the special session is entirely 
up to Congress. So said the President, in effect, 
in answering a reporter’s question whether such 
action was part of the Administration’s plan to 
stimulate lagging business, 


Mr. Roosevelt referred his questioner to his 
recent message to Congress, which made it “very 
clear,” he said, that one of the things the Ad- 
ministration wanted was tax revision just as 
soon as Congress gets ready to give it. 


Administration leaders in Congress stood 
steadfast against hasty action in the face of a 
new wave of sentiment for revision at the special 
session, particularly modification or outright re- 
peal of the undistributed profits tax. The House 
Ways and Means sub-committee worked at 
feverish haste to finish work on changes it pro- 
poses to submit. 

As further evidence that Mr. Roosevelt does 
not intend to try to dictate to Congress about 
speeding up tax revision, he left Washington at 
the week end with the expectation of being ab- 
sent and out of direct touch for eight or nine 
days on a fishing trip to Florida and a short 
visit to Warm Springs, Ga. 


MORE HOUSES, FEWER ROADS 

The President. said the White House would 
send two messages to Congress in his absence, 
both probably early this week. The first will 
propose revisions of the Federal Housing Act 
which Mr. Roosevelt hopes will stimulate pri- 
vate investments in homes and apartments. 

Proposed revisions of the Housing Act, the 
President previously had announced, would 
permit increase of loans values on FHA insured 
mortgages from 80 to 90 per cent. 

The second message which the White House 
will send to Congress on the President’s behalf 


will deal with federal appropriations for high- 


ways. It will urge that Congress start cuttin 
down highway grants to States. Secretary of 
the Treasury Morgenthau recently pointed out 
that appropriations for highways—among other 
things—would have to be sharply curtailed if 
the federal budget was to be balanced, 


terests to spend up to $1,500,000,000 next year 
in expansions the President has begun a series 
of conferences with leaders of the industry. 
He had long talks with two of these executives 
last week and said afterwards that he felt defi- 
nite progress had been made in allaying the 
feeling that the government was going into 
large scale competition with the private utili- 
ties, thus reassuring those reluctant to expand. 
The conferences are to be continued. 


CONGRESS BUCKLES TO WORK 

Debate was begun in Congress last week on 
the first of the four pieces of legislation for 
which it was called in special session. The 
Senate took up the highly controversial crop 
control bill, thereby putting aside, for the time 
being, the anti-lynching bill which had occu- 
pied most of the first week of the upper body. 

Leaders predicted that at least one more week 
would be needed to complete consideration of 
the crop measure in the Senate. The House 
is scheduled to begin consideration this week 
of its own committee's draft of the farm bill. 

The wages and hours bill was still blocked 
in the House last week. After abandoning hopes 
of getting the Rules Committee to act fav- 
orably on the measure, Majority Leader Ray- 
burn signed a petition to discharge the com- 
mittee and force a vote on-the floor. He urged 
other Democratic members to sign the petition 
but there were not enough signatures when the 
House adjourned over the week-end. 

In an effort to win support for the Wages 
and Hours bill, Chairman Norton of the House 
committee announced that the committee will 
propose amendments to eliminate the five man 
board and set up a single administrator in the 
Department of Labor. 


A WARNING TO WALL STREET 

While the Administration was busy extend- 
ing the olive branch to industry last wgek, one 
of its agencies was showing the mailed fist to 
the securities markets. Chairman Douglas of 
the Securities and Exchange Commission is- 
sued a warning that unless the nation’s stock 
markets stopped operating like “private clubs” 
and threw off the elements of the gambling 
casino, they would be subjected to stricter 
Government regulation. 


Marking temporary failure at least of the 
peace efforts of this country, the Nine-power 
conference, in session at Brussels for several 
weeks, adjourned without approaching any so- 
lution of the Sino-Japanese war. But the Presi- 
dent said peace efforts would continue. 

That is the policy of the government, said 
Mr. Roosevelt, keep on trying! If you don’t 
succeed at first keep on trying. 


| | 


In the hope of persuading private utility in- 


NUMBER OF WORKERS 


LAID OFF 
IN OCTOBER 


NUMBER OF WORKERS 


LAID OFF 
IN NOVEMBER 


400,000 


Business Recession Felt in Sharp Increase 


Of “Laid-off” Workers in Past Two Months 


INES of unemployed at the employment offi- * ing, transportation and public utilities have + 


ces of American industrial concerns once 
more are growing longer. 

In September, the first month of the present 
recession in industrial output, “lavoffs” in some 
factories were offset by seasonal increases in 
employment in others, by increases in agricul- 
tural employment and in cther lines of activity. 

In October the sharp drop in steel mill, tex- 
tHe factory, machine shop and other factory 
production, and in the construction industry, 
caused an increase of 100,000 in the number of 
unemployed. This occurred despite the in- 
crease in employment from such seasonal jobs 
as corn picking on the farms and Christmas 
trade in the stores. 

Again in November, in spite of what is nor- 
mally a net gain in employment because of the 
hiring of additional clerks for the holiday trade, 
it is estimated there will be an increase of 400,- 
000 in the number of unemployed. 

These totals, shown in the pictogram in this 
page, are estimated on the basis of available 
official data. 


START OF A DOWNWARD SPIRAL 


Moreover, the cycle of depression has only 
set in. As the lay-offs in steel and other basic 
industries are reflected in retail trade it is ex- 
pected that still fewer goods will be bought and 
the number of unemployed will grow. 

By February, according to the forecasts of 
government economists, the unemployed may 
have increased by 2,400,000 in number, an in- 
crease from 6,082,000 in September to 9,000,000 
in January. 

This means that in four months, unemploy- 
ment totals may rise above the level of a year 
ago and nearly to the same point as in January, 
1936. 

Here is the total of unemployed on Jan. 1 of 
the last six years as shown by an extension of 
the unemploy ment figures originally compiled 
for the Committee on Economic Security : 1937, 
8,329 million; 1936, 9,882 million; 1935, 10,633 
million; 1934, 11,543 million; and 1932, 13,438 
million. 

Between’ September and Feb. 1, the records 
for the last four years show, there usually is 
an increase of about one million in the number 


of unemployed. The increase in prospect this 


year jis about three times as large as usual. 

As the country again heads into another pe- 
riod of growing unemployment, the available 
employment data show that construction, min- 


shown the least recovery from the depression 
lows. 

For most industries the tide in unemploy- 
ment began to turn in March, 1933, when there 
were 13 million unemployed. 

Until the recent slump, manufacturing made 
the best showing with about 5 per cent more 
employes than in 1929. 

Agriculture is another category of employ- 


~ment in which the depression losses in employ- 


ment have been more than made up. 


SERVICE INDUSTRIES AT ‘29 LEVEL 


Service industries, including domestic and 
personal servants, professional service and vari- 
ous other classifications of employment, employ 
about the same number of persons as in 1929. 

Trade, distribution and finance, comprising 
the fourth largest group of employes, has more 
workers now than in 1929. 

Construction, which has been one of the most 
laggard industries, even before the recent reces- 
sion, has made up only about one-fifth of its* 
losses in employment since 1929. 

Transportation has made up only about 40 
per cent of its depression drop in jobs. 

Public utilities have recovered only about one- 
third of the losses in employment which oc- 
curred during the depression. 
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Mining has made up only about two-fifths of 
the depression losses in employment. 

In manufacturing, employment in consumer 
industries has run far ahead of employment in 
durable goods. industries. 

The general upswing of a business cycle, the 
Bureau of Agricultural Economics pointed out 
a few weeks ago, usually is characterized by 
relatively short recessions, 

“Business sentiment becomes Jess optimistic,” 
said the Bureau, “security prices decline, and 
business men postpone extensive commitments 
for expansion or rehabilitation. These condi- 
tions in turn lend to hesitant buying by poten- 
tial consumers of many products. Business ap- 
pears to have entered such a phase in the latter 
part of 1937, following the period of decided 
optimism in the winter of 1936-5 


THE OUTLOOK FOR BETTERMENT 

What is the long range outlook for reemploy- 
ment? 

Even in the best of times, concludes the Na- 
tional Industrial Conference Board, about two 
million persons are out of work because of sea- 
sonal operation, sickness, or short-period shifts 
from one job to another. 

The increase in the number of workers be- 
cause of the increase in the country’s adult pop- 
ulation in this country accounts for a large pro- 
portion of the unemployed. 

Since 1929, estimates the N.1.C. B., there has 
been an increase of approximately 4,800,000 
persons in the labor force, or a gain of 10 per 
cent. 

If the recovery had contmued through 1938 
at the same rate shown since i953, the compu- 
tations of the N. |. C. B. Board show, industry 
would have been able to reemploy in that year 
all those thrown out of work since 1929. The 
number of unemployed then would be equiva- 
lent to the new labor supply which has come 
into the market for employment since 1929. 

‘After the ground lost in the present reces- 
sion of business is regained, according to the 
calculations of the N. I. C. B., a resumption of 
the average rate of increase in total business 
and per capita production in this country shown 
for the period between 1935 and 1936 would 
reemploy all the unemployed within a three- 
year period and result in a_ serious labor 
shortage. 

kor the next few months the growing line-up 
at employment offices means trouble tor com- 
munities and for the Federal Government in 
meeting relief needs. Once movre, as in 1933, 
relief for the unemployed is a growing problem. 
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Tomovvow 


A LOOK AHEAD—FUTURE TRENDS 


Out of the present stampede in Washington 
toward cooperation with business, a number of 
constructive developments can be expected. 


Congress is in the mood to rush favors previ- 
ously denied to business; Mr. Roosevelt wants 
to be more discriminating in extending govern- 
ment help. 


Outlook is about as follows: 


An end to era of attempted reform through 
taxation. Congress would like nothing better 
than to send the undistributed earnings tax to 
the ash-can. It will not be permitted to go that 
far, however, 


A check to the use of Federal money to fi- 
nance municipalities in the construction of 
power plants and an understanding on what is 
the goal of the government in its water power 
developments. 


A modification of the Administration attitude 
toward organized labor, even to extent of ap- 
proving some changes in the Wagner Act if a 
change proves necessary to permit employers to 
Initiate actions before the Labor Board. 


Positive aid from the Government to encour- 
age creation of machinery to finance /arge-scale 
housing development and to help supply capital 
through RFC. 


Pressure for speed in granting the request of 
railroads for rate increases, with prospects for 
a freight increase of not more than 10 per cent 
and a passenger increase to 2! cents a mile, 


FOR FREER BANK CREDIT 


New moves by ‘Treasury and Federal Reserve 
system to Joosen bank credit still further, une 
doing the effect of the deflationary moves 
earlier this year. 


Slow motion in wage and hour control legis- 
lation, even to extent of delayed administration 
in event the bill becomes law, as it will if it 
reaches the House flcor. 


Several other moves designed to aid business 
are under study among the government plan- 
ners but none has yet advanced beyond the 
study stage. Among these moves are the fol- 
lowing: 


A one-year suspension of the 2 per cent 
payroll tax now levied to build old age insur- 
ance reserves. 


A use of the old age insurance reserves al- 


[Continued on Page 3.] 


= 
BY 
3 
| 
| 
| 
| 
| | 
| 
| | 
| 
| | 
| | ee | 
| 
| 
| | | 
| 
| | 
| | 
| | 
| | 
| 
| 
| | 
| 
| | 
| 
| 
| 
| | 
| 
= 
| 
| 
| | 
| | 
| | 
| | 
| | 
| 
| 
| 


The United States News 


November 29, 1937 


—Wide World 
THE ULTIMATUM 


Chairman William O. Douglas, of the Securities 
and Exchange Commission, called upon the nation’s 
stock markets to either eliminate alleged abuses 
through cooperative “progressive action” or else be 
subjected to stricter Federal control. 
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First Fruits of ‘Truce’ 


With the Utilities 


Reassurances to investors. Limits 
for Federal power projects. Fading 
rancor. 


‘MP HREE words spoken to President Roosevelt last 
week by Wendell L. Willkie, president of the 

Commonwealth é& Southern Corporation, focussed 
the differences between the Administration and 
power utilities. The upshot was increased hope for 
a solution that would end the feud, and unloose 
private expenditures to offset business recession. 

Mr. Roosevelt had challenged assertions that 
Government competition threatened utilities’ in- 
vestments. He cited facts and figures; and asked 
about an area lacking power, where no Government 
activity was contemplated, but in which private 
capital had not ventured. 

“Why?” he wanted to know. 

“The general feeling,” replied Mr. Willkie. 


CHECK ON INVESTMENT 

In other words, according to the utility execu- 
tive, the Administration’s course on power had cre- 
ated doubts in investors’ minds about the safety 
of utility investments so they were reluctant to put 
up capital to finance extensions of power. 

The two talked frankly for some time, with Frank 
R. McNinch—a chief adviser to the President on 
power questions—contributing his viewpoint. Later 
the White House made available data presented to 
Mr. Willkie as the basis for argument that any such 
“ceneral feeling” lacked justification. Mr. Willkie 
"Jeft an extensive memorandum suggesting ways out; 
but this was not made public. 

In other quarters, it was learned that the Admin- 
istration does not intend to surrender fundamentals 
of its policy. Officials belittled reports that the power 
aspects of legislation for seven “planning regions” 
like TVA would be abandoned. Rather, ‘t seemed, 
a sustained attempt would be made to convince 


private utilities that Government ownership and op-. 


eration of power has no part in Administration plans. 
The President, his friends said, is sincere in this ef- 
fort and believes it can bear fruit. In the mean- 
time, word at the Capitol is “to make haste slowly” 
on the planning region bill lest the present temper 
of Congress invite its emasculation. 


LIMITS ON U.S. PROJECTS 


Mr. Roosevelt said: Only about 10 per cent of 
power is generated on Federal projects, the remain- 
der by private and municipal plants. 

On a mileage basis, only about 18 per cent of the 
country could be served by Federal projects. 

On a population basis, only about 13 per cent of 
the people could be served by projects now planned. 

Despite Government activity, the President em- 
phasized, private power consumption has stepped 
up tremendously. He especially mentioned the TVA 
area. The Tennessee Power Company production 
alone had a 44 per cent increase in four years, from 
2,271,000 kilowatt hours in 1933 to 3,269,000 in 1936. 
He insisted this demonstrated that any “general 
feeling” of fear was, unwarranted. 


Floyd L. Carlisle, of the Consolidated Edison and 
Niagara Hudson interests, announced, after his 
conference with Mr. Roosevelt, an expansion pro- 
gram to cost up to $112,000,000 in the next two 
years. He accepted assurances that private utilities, 
if operated in the public interest, need fear no 
spread of Government power at their expense. 


‘YARDSTICKS’ DEFENDED 


Again,-the White House gave out a telegram from 
Harry J. Baner, of Southern California Edison, say- 
ing his company had benefited from the Ad- 
ministration policy, “particularly with reference to 
the low cost qf money.” He upheld the “yardstick 
principle” of measuring the cost to consumers by 
means of plants operated by Government. 

Exchanges in the press between Owen D. Young, 
of General Electric, and Secretary Ickes contributed 
to a clarification of the issues. Mr. Young had 
contended that Government policy left costly un- 
certainties, especially as to the extent of future 
Government competition with private plants. Mr. 
Ickes rejoined that Government ought to sell power 
generated incidental to conservation and flood con- 
trol projects, preferably to municipalities, but also 
to private plants. 

A willingness to listen sympathetically to the op- 
position viewpoint evidently was displacing rancor 
in the dispute. It appeared at the week end as 
though both sides ultimately might give some 
ground, that investors and potential investors in 
utilities could expect more exact information on 
where they stand: and that power production would 
increase accordingly. 
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THE INSIDE OF NATIONAL AFFAIRS—PREVIEWS 
OF DEVELOPMENTS THAT MAKE TOMORROW'S NEWS 


Utilities spokesmen are asking * 
President Roosevelt to support a 
re-definition of the “death sen- 
tence” clause in the Holding 
Company Act. They say this is 
necessary to new financing. Con- 
gress action would be required. 


x * 


A political scandal is brewing in 
the Bituminous Coal Commis- 
sion. An investigation by Con- 
gress will be sought. 


Automobile financing companies 
are working on a “consent de- 
cree” for settlement of differ- 
ences with the Government. 
Prospects look bright. The De- 
partment of Justice is satisfied 
with the good faith of the com- 
panies in trying to find a worka- 
ble basis for compliance with the 
Sherman Act. If this conference 
method works out, it may provide 
a precedent for settlement of 
other anti-trust law disputes. 


gram. 


matters. 


kk A 
Talk is that the President relies 
more and more on Joseph P. Ken- 
nedy, chairman of the Maritime 
Commission, to resolve differ- 
ences between the Government 
and private utilities. His role is 
becoming definite. | 


2 


Word has passed from the White 
House to the Capitol that the 
cost of the new farm program 
should be limited to the present 
$500,000,000 and that processing 
taxes, on that basis, would not be 
needed. If the »roposed greater 


tense 
among high officials of the De- 
partment of the Interior when 
admission was made that wire- 
tapping has been an accepted 
procedure there in the past. One 
new and important executive de- 
manded that a ruling of the At- 
torney General be obtained 
whether the practice is legal, but 
was over-ruled. 


subsidies are voted, however, the * 
bill will be vetoed unless it pro- 
vides the additional taxes needed. 
Mr. Rosevelt favors compulsory 
comnliance as against increased | 
subsidies. 


Army and Navy leaders are at 
work on plans for greater arma- 
ments expenditures, in the belief 
that if “pump-priming” again is 
resorted to, these would have the 
best chance for approval. 
competition with private indus- 
try would be involved as under 
some aspects of the PWA pro- 


Herman Oliphant, general coun- 
sel to the Secretary of the Treas- 
ury and author of the surtax on 
undistributed corporate earnings, 
is out on all Treasury tax policy 


limited to legal advice. 


His function now is price agreements under which a 

manufacturer can control the re- 

7 sale price of his trade-marked 

Because of that resale 
Situation developed products 


The closest White House atten- 
tion is being given to published 
reports that finance committees 
of some large companies have 
vetoed orders for goods placed 


panies, 


tives, 


x * 


No 


July 1. 


t 


price maintenance 


basis. 
* 


tk 


by purchasing agents of the com- + 
Guiding officials here | 
are asking about possible mo- | 


Harry L. Hopkins does not in- 
tend to ask Congress for more 
funds to meet the growing relief 
problem. He expects, however, 
that both Houses soon will show 
an interest in amendments to the 
law to permit spending of pres- 
ent funds as needs require. As it 
stands, the money must be appor- 
tioned over the year ending 


The Federal Trade Commission 
is telling the President that any 
attempted attack on monopolistic 
practices in industry will break 
down because of the new law 
opening the anti-trust laws to 


law, 
large mail order houses have re- 
duced purchases of trade-marked 
goods in favor of like products 
which can be sold on a bargain 


High Government officials are 
waiting for gestures from indus- 
try looking toward revival of the 
NRA code principle. First signs 
of price cutting are counted on 
to bring them forth. In that con- 
nection, a conference last week 
between Donald Richberg, one- 
time NRA administrator who 
supports the principle, and Sena- 


tor Harrison was considered sig- 
nificant. The White House would 
be receptive. 


x *& 


Assurance has reached interested 
Capitol quarters that there will 
be no “give away” of the Admin- 
istration’s basic power policies 
in favor of the private utilities’ 
demands. This is said not to sig- 
nify, however, any renewal of 
Federal subsidies for municipal 
power plant construction. 


x * 


Nomination of Representative 
Fred Vinson (Dem.), of Ken- 
tucky, for the United States 
Court of Appeals for the District 
of Columbia is due for close in- 
vestigation by the Senate Judic- 
iary Committee. Some members 
of that committee are still smart- 
ing under criticism for not hold- 
ing hearings on the nomination 
of former Senator Black to the 
Supreme Court. 


some x * * 


The Administration hopes to 
avert a re-opening of the Neu- 
trality Act dispute; but is mak- 
ing ready in case failure to in- 
voke the Act against Japan and 
China forces the issue. 


x * * 


Senator Berry (Dem.), of Ten- 
nessee, is holding back his sub- 
stitute wage and hour bill until 
House action on the original 
Senate measure crystallizes one 
way or the other. He probably 
will propose a 35 cents an hour 
minimum wage. 


Week 


WHITE HOUSE "STIMULANTS" FOR INDUSTRY—A BOOST 
FOR TAX REVISION—FISHING, LITERAL AND DIPLOMATIC 


OHN NANCE GARNER, Vice President, re- 
flectively eyed the bald spots on the White 
House lawn and allowed as how he could make 
grass grow. Professional, albeit frustrated,. 
gardeners skeptically awaited the arrival of the 
“magic seed”, 

Franklin Delano Roosevelt, President, re- 
flectively eyed the weak spots in the business 
index, decided to sprinkle some “magic seed” 
as a means of encouraging business, 

First industrial bald spots to be massaged 
were Housing and utilities. 

Before leaving for the South, where he ex- 
pected to recuperate after a trying two weeks of 
minor ailments, Mr. Roosevelt finished his mes- 
sage on housing, relayed it to Congress this 
week. Stimulation of the building trades in- 
dustry, the President believes, is one of the 
sharpest points necessary to prod business out 
of its doldrums. 

Added spur to trade, the President revealed, 
rested in the purchase of supplies for the Gov- 
ernment. It had been estimated that between 
now and June 30, the Federal Government 
would purchase some $245,000,000 worth of sup- 
plies. Instead of spreading the purchases over 
the next seven months, the major part will be 
contracted for in the next month or two. 


When he returns from 
his short fishing excur- 
sion Mr. Roosevelt will 
AID TO BUSINESS continue his conferences 
with utility leaders. Ground already has been 
broken on the question of private vs. public 
power developments with the visits of Wendell 
Willkie, Commonwealth and Southern, and 
Floyd Carlisle, Consolidated Edison. 

With respect to concessions to business on 
the undistributed profits tax, Mr. Roosevelt let 
it be known his attitude hasn’t changed one jot 
since his message to Congress recommending 
tax revision. Of course, Mr. Roosevelt doesn’t 
want to fly in the face of those who have com- 
plained in the past of “undigested legislation” 
—things just handed in by the White House for 
Congress to rubber stamp. Mr. Roosevelt hopes 
everything will be put through adequately. 

Hoping to turn the trickle of private pump- 


PEACE PARLEYS 
WITH UTILITIES AS 


4 


—Harris & Ewing 


THE TEXAS TOUCH 
Vice President Garner, who celebrated his 
birthday last week, promised the President he would 
succeed where others have failed—make grass grow 
on the shady side of the White House lawn. 


69th 


priming into something resembling a gusher, 
the Federal Government, according to the Presi- 
dent, is going to tighten the screws on its own 
pump-priming mechanism. First step will be 
contained in Mr. Roosevelt's highway appropri- 
ation message to Congress, in which he will 
Strongly recommend cutting down Federal ex- 
penditures for highways. Next, if the President 
follows the advice of his Secretary of the Treas- 
ury will come some blue pencilling on farm and 
assorted relief programs. 

Highlighted as was the President's week with 
the kaleidoscopic affairs of the nation there was 
time even for a convalescent Chief Executive to 
engage in affairs more frothy. For one thing, 
he absolutely refused to concede his use of bad 
grammar in certain recent speeches. If Prof. 
Janet Aiken, of Columbia University, quoted 
him as saying “Engineers are human, just like 
I am” or “Just like the plain folks—like all of 
us are” the fault rested with newspaper men 
who, trying to match the tempo of the Presi- 
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dent’s extemporaneous talks, substituted their 
own brand of grammar. 


Flawless in syntax was 
the President’s decision 
handed down last week in 
SUPREME COURT favor of the Supreme 
Court. For the second time Mr. Roosevelt ex- 
empted Chief Justice Hughes’ secretary from 
the law compelling Federal employes to retire 
at the age of 70. The first exemption was made 
two years ago when the venerable secretary 
reached the seventy mark. The new exemption 
is for aryindefinite period. 


PRESIDENT “RULES” 
IN FAVOR OF THE 


Phrased in sound legal terminology was a 
deed filed last week with the county clerk at- 
testing to the fact that the President acquired 
13.07 more acres to his Hyde Park farm hold- 
ings. 

Less pretentious, decidedly more American 
in speech than many a hotel menu, was the 
White House Thanksgiving dinner which, in- 
cidentally marked the first time the President 
spent the holiday in Washington since he be- 
came President. 


The tots at the Warm Springs Infantile 
Paralysis Foundation, however, will not go 
Thanksgivingless this year—even if the Presi- 
dent’s visit will be a belated one. As things 
now stand there will be three or four days of 
leisurely fishing off the Florida coast line aboard 
the Presidential yacht ‘Potomac”, followed by 
the visit to the young paralysis patients and 
then participation in civic ceremonies at Gaines- 
ville, Ga. 

Faced withahe almost complete collapsz of his 
first major step in the “positive search for peace” 
—the Bussels Nine-Power Conference—the 
President, before setting a southward course, in- 
timated that other avenues of peace would be 
explored. The policy of the Government, Mr. 
Roosevelt explained, was to keep on trying, and 
if there is no success at first, try again, try again. 

Casting tackle this week, the President will 
have a chance to try out that policy on the mem- 
bers of the finny family. From past experience 
the President may be expected to hook his 
quota. Casting in diplomatic 


waters is quite 


another problem, DEREK Fox. 


—Harris & Ewing 
HOUSING BY EXPERTS ' 

Leaders of housing projects in the country’s largest 
cities met in Washington to exchange ideas and 


discuss plans now under way. Front row (left to 
right), Nathan Straus, United States Housing Ad- 
ministrator, and Ernest J. Bohn, member, Cleveland 
Metropolitan Housing Authority. Back row (left 
to right), Coleman Woodbury, director, National As- 
sociation of Housing Officials; George Evans, chair- 
man, Pennsylvania State Housing Board; and Marc 
J. Grossman, chairman, Cleveiand Metropolitan 
Housing Authority. 
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The SEC's Warning 
To Stock Exchanges . 


Possible new controls for market. 
Dispute over price fiuctuations. 


TUG-OF-WAR over regulation is on between the 
Securities and Exchange Commission and strong 


' elements on the New York Stock Exchange. 


After several years of nominal cooperation, in 
which the Commission “suggested” rules for adop- 
tion by the Exchange itself and succeeded, the re- 
sults proved dissatisfying in Washington. So Cnhair- 
man William O. Douglas last week put the Ex- 
change on notice. “Reform from within—or else 
he said, in effect. 

Offhand, it seemed he had become truculent in a 
period when conciliation toward capital was the 
watchword in the Administration. Closer examina- 
tion would indicate, however, in the view of re- 
sponsible officials, that the SEC merely sought to 
clarify a situation which otherwise invited future 
uncertainties and dangers. ; 

“Cards of the New Deal, heretofore held close to 
the chest, were laid on the table,” said one. 


A ‘CASE IN POINT’ 


By way of explanation, they tell a story at the 
SEC of a New Yorker who could not get satis- 
faction from his broker about a disputed deal. He 
wrote to the Exchange authorities; and was prom- 
ised a hearing by the “responsible committee.” 

Appearing at the appointed place and time, he 
discovered the committee chairman to be the broker 
with whom he had quarreled. Out he walked. 

“That, of course, is an extreme example,” it is 
said. “But it illustrates one reason why the Com- 
mission has taken the present position.” 

The subject is among the foremost in Washing- 
ton in view of the possible relationship between 
the Douglas statement and the Administration’s 
new approachability on problems of capital. Few 
of those acquainted with the chairman believe he © 
would have made such important assertions on 
policy at just this time without the knowledge of 
President Roosevelt. 

The impression given in high quarters is that 
“reform elements” in the Exchange were being 
given a hand by the Government action. Several 
prominent members in October, during the price 
declines, are reported to have initiated conferences 
with members of the SEC looking toward revision 
of Exchange rules and stricter, impartial enforce- 
ment. A series of secret. meetings ended in @ 
Stalemate. 


ATTACKS ON SEC 


Spokesmen for the Exchange felt that some de- 
mands made on them were unreasonable and arbi- 
trary. They were inclined to blame SEC regula- 
tions to a consequential extent for “thin markets” 
which accentuated price ranges. Articles reflecting 
no credit on the SEC began to appear in the press; 
and it was these—not the immediate status of the 
market—which prompted Mr. Douglas to act. 

In his statement, the chairman dwelt primarily 
on the function of the Exchange as “a public mar- 
Ket place,” declaring the public aspects had come 
more and more into the ascendancy. 

“Operating as private membership associations,” 
he said, “exchanges have always administered their 
affairs in much the same manner as private clubs, 
For a business so vested with a public interest, this 
traditional method has become archaic.” 

Arguing for an administrative management by 
men divorced from professional trading, Mr. Doug- 
las said membership on the New York Exchange 
should be reduced and the permissible field of oper- 
ation by members for their own accounts should be 
more strictly defined. He cited figures for heavy 
trading days in September and October to support 
his contention that trading as conducted runs coun- 
ter at times to the public and outside investors’ 
interests. 

Supporters of the prevalent viewpoint on the 
Exchange forthwith took exception to the Douglas 
presentation of the case. The fault is not there, 
they said, but with already burdensome regulation 
and with business uncertainties which they at- 
tribute in part to Administration policies. 

A division became apparent. Some members evi- 
dently favored a militant contest to maintain the 
status quo, others cooperation with the SEC to es- 
tablish more stringent self-regulation, and others a 
“give-and-take” conference toward agreement. Mr, 
Douglas accompanied a promise of cooperation with 
a hint that unless the Exchange moves in line with 
his suggestions, the SEC will take over direct 
Supervision. 
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A LOOK AHEAD 


[Continued From Page 1.] 


ready accumulated to provide 
capital for a definite program of 
privately sponsored construction. 


A change in the unemploy- 
ment insurance provision of the 
Social Security Act to permit un- 
employment benefits before the 
full two year accumulation per- 
iod has passed. This would open 
the way to the use of more than 
$250,000,000 in States other than 
the 22 in which unemployment 
insurance goes into effect Jan. 1. 


RFC aid to railroads desiring 
to borrow money for equipment 
purchases or road bed improve- 
ment. 


RFC aid to new mortgage asso- 
ciations that might be set up un- 
der an amended Housing Act. 

RFC aid to utilities wanting 
to make plant improvements, if 
money is not readily available to 
those utilities through private 
agencies, 

Closer rather than less regula- 
tion of the securities exchanges 
is to be expected. Idea prevailing 
in Administration circles is that 
while concessions may be neces- 
sary to industry no concessions 
need be made to financial inter- 
ests. 

The agitation for revision of 
anti-trust laws probably will not 
get beyond the talk stage in Con- 
gress. The Adminstration still 
finds itself stymied in trying to 
develop a satisfactory revision 
program. 

Deflation is setting under way 
forces that later may be hard to 
check. This fact is bothering 
high Government officials. De- 
flation on a vast scale means a 
corresponding revival of interest 
in inflation. The Senate Agri- 
culture committee has gone on 


record in favor of new. dollar 


controls. This is a first symptom 
of what can become a runaway 
movement. Federal Reserve of- 
ficials are busy trying to sell the 
story that money controls do not 
provide an answer to depression 
problems. 

Key points to be watched on 
the inflation front are as follows: 

First, evidence (if it develops) 
that sterilized gold is to be re- 
leased to provide funds for use 
outside the budget. 

Second, extent of sentiment for 
using the gold stored in Ken- 
tucky as a base for new currency 
to finance a new government 
spending program. 

Third, attitude of Congress 
toward suggestions for new de- 
valuation of the dollar and for 
setting up permanent machinery 
to adjust the dollar to commodity 
prices. 

Points to be watched closely as 
providing a key to the future of 
business activity: 


Number and extent of retail 


« 3 


taxes. 


Profit surtaxes and business re- 
cession. New sources of reve- 
nue. Revising income levy. 


HIS story of taxes and budgets | 


and the cost of running a mod- 


ern government in a period of eco- | 
nomic stress goes back to January, 


1936. 


On the third day of that month 
President Roosevelt told the coun- 
try that the Government's deficit 
during the next fiscal year would 
be whittled down to a billion dol- 
lars. 


Three days later, on Jan. 6, the 
Supreme Court knocked a billion- 
dollar hole in that calculation by 
upsetting processing taxes that had 
been providing money to finance a 
farm control program. 

Then came Congress and voted to 
pay the veterans’ bonus at a cost of 
one and a half billion dollars. 

It was in the face of this situa- 
tion—with three-and-one-half- 
billion-dollar deficit 
that intensive head scratching went 


on in the White House and at the | 


Treasury. 


Something had to be done to pre- 


vent a run-away budget situation. 
The experts said 
thoroughly canvassed the field of 
possible taxation without producing 
any tax that would yield needed 
revenue and at the same time be 
palatable politically in an election 
year. 


THE OLIPHANT IDEA 

At this juncture, Herman Oliphant, 
counsel to 
Treasury, came forward with an 
idea.. His idea appealed to Henry 
Morgenthau, Jr., the Secretary. 
When: President Roosevelt heard oi 
it he is reputed to have cubbed this 
idea “the answer to a maiden’s 
prayer.” 

Essentially, the Oliphant plan was 
this: 


For years the Treasury and Con- | 


gress nad been concerned about the 
tendency of wealthy owners 
American corporations to avoid pay- 
ing the steeply graded individual 
income surtaxes by leaving a large 
portion of earnings in corporation 
treasuries where they were subjec: 
to. the lower corporation 
By the simple expedient of 


inevitable— | 


that they had | 


of 


penalizing corporations for retaining # nature of the problem confronting 


earnings instead of paying them out 
to stockholders, the Government 
could force out more of those earn- 
ings to be taxed at individual incom? 
surtax rates running up to 75 per 
cent. This would provide revenuc 
and at the same time would aug- 
ment general purchasing power by 
forcing col1porations to distribute 
more money to stockholders. 

The idea. after some amendment, 
took hold :n Congress and became 
law. 

Last December it produced a boom 
in dividends and added at least a 
billion dollars to the fires of a re- 
covery boom that already had been 
set under way by ithe bonus payment 
and by subsidies to farmers and 
WPA workers. 

WHERE THE IDEA FAILED 

Then Treasury officials sat bacx 
with a smile of satisfaction, waitin 
to count the shekels that would 


the Secretary of the 


the Treasury and Congress becomes 
clear. 


CORPORATION INCOME TAX 

Out of that situation is coming a 
case Of turn-about. 

Congress is in a mood to drop or 
to modify drastically the Oliphant 
surtax on the undistributed ,portion 
of corporation earnings and the 
Secretary of Agriculture is trying to 
induc2 Congress to re-enact proc- 
cessing taxes. In case both are suc- 
cessful the country would find it- 
self, taxwise, back where it was be- 
fore January, 1936. 

But some other facts stand out. 

Firsi, take the case of the surtax 
on retained corporation earnings. 


That tax is bearing the brunt of un- | 


official blame for the present sei- 
back in business. Yet the Admin- 
istration is determined to retain the 
principle of the tax for what it be- 
lieves to be a good reason. The rea- 


—Harris & Ewing 


JUST A ONE-SYLLABLE WORD—TAX 
«td Ng on the possibility that the Administration would 
speed efforts to reassure business in regard to relief through 
revision of the undistributed profits tax was renewed as Joseph P. 
Kennedy (left), Chairman of the Maritime Commission, a financier 
in his own right, conferred with Senator Pat Harrison (right), 
Chairman of the Senate Finance Committee. 


' come in at tax-paying time, March 


income | 


and wholesale price adjust- - 


ments, particularly the price of 
steel. Narrowing the spread 
between raw material and fin- 
ished goods prices is held to 
be necessary for a sqund recov- 
ery. 

The volume of retail trade 
and the state of inventory. A 
turn from the present setback 
is expected to be provided by 
restocking of goods by mer- 
chants. 


The volume of new money 
flowing into plant improve- 
ments. 


The course of raw material 
prices. Evidence that the bot- 
tom of the decline in commod- 
ities had been reached would 
be signal for important buying 
and for reappearance of large 
scale orders in many lines. 
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15. Mr. Morgenthau and Mr. Oli- 


phant were due for the shock of 


their lifetime. This new tax, on its 
first trial, showed that it was going 
to produce half a billion dollars less 
than expected. Something had gone 
wrong. 

There followed what now is re- 
ferred to in the Treasury as the 
“keyhole investigation.” 

During the iast summer the coun- 
try had paraded before it the various 
methods by which taxpayers avoided 
paying their full surtaxes under the 
individual income tax laws. Con- 
gress [cllowed this investigation with 


been Cisclosed. 


Apparently all now seemed set to 
give the new surtax-on the retained 
portion of corporation earnings a 
definite trial on a “no-escape” basis. 

But that was figuring without a 
business recession. 

When deflation set in, the busi- 
ness and financial world “ganged up’ 
on tne new surtax as the major 
cause of that deflation—on this sur- 
tax and the tax on gains from sale 
of capital assets. The tax that one 
year ago had been credited with 
causing a stock market boom now 
got blamed for a stock market col- 
lapse and the tax that was credited 
last year with adding to inflation 
now became the prime cause of de- 
flation. 


MR. MAGILL’S TASK NOW 

So Herman Oliphant gave way in 
the Treasury to Roswell Magill, tho 
undersecretary. 

Mr. Magi!l now tackled the prob- 
lem of finding the source of seven 
billion tax dollars annually without 
Stepping on the toes of business men, 
without drying up the sources of in- 
vestment and without producing a 
squawk from voters. He faces the 


son is that when individual income 


+ 


surtaxes are high there is a power- 


ful incentive for wealthy corporation 


owners to induce their corporations , 
to hold income, instead of paying ii | 


out. During the 1920’s, when sur- 
taxes on individual incomes were 
relatively low, corporations retained 
43 per cenit of their earnings. Now 
surtaxes are much, higher. 

This means that if the Govern- 
ment is to increase its revenue from 
income taxes—preventing 


a big | 


| leakage—there will need to be rela- | 
tively high taxes on corporation in- | 
come. 


CONGRESS TAKES A HAND 


plugs for the loopholes that hac | 


Mr. Magill thought this past week 
that he had a subcommittee of the 


House Ways and Means Committee | 


sold on that idea. Then on Tuesday 
he had to be away from the Com- 
mittee hearing for the day and as 
socn as his back was turned the 
committee members got 
and announced that they 
cided to do two things affecting cor- 
porations with income above $25,000 
as follows: 

1.—Abandon. the flat. normal! cor- 
poration income tax which now 
ranges from 8 to 15 per cent. 

2.—Enact a scale of undistributed 
profits taxes ranging from 16 to 20 
per cent, depending upon the pro- 


| portion of profits distributed in the 


fact that surtaxes on individual in- | 


comes now rise to 75 per cent of 


those incomes, in addition to a 4 per | 


cent base tax. He faces the fact 
that taxes levied regardless of ability 
to pay—pay roll taxes, sales taxes, 
Stamp taxes, tobacco taxes, liquor 
taxes—already are taking more than 
three billion dollars out of the 
pockets of the masses of the people. 

What is going on in Congress at 
this time is to be read against thai 
bit of background. 

Mr. Roosevelt insists that he )s 
going to attain a balanced budget. 
Business recession will cut into the 
chance of increasing revenue with- 
out new sources of taxes and that 
Same recession will increase the de- 
mands for spending on relief. 

Yet with the public debt now 
above 37 billion dollars and the 
deficit for the present fiscal year 
now standing at $714.900.000 with 
seven months still to go in a year 
that was to produce a deficit of only 


form of dividends. 


Corporations earning less 


together | 
had de- | 


than | 


$25,000 would pay a flat tax on in- | 
come ranging from 8 to 12 per cent. 


The expected income loss from this 
adjustment was set down by Com- 
mittee members at $60.000.000. But 


when the Treasury experts got back — 


on the job they said the story should 
have been that the subcommittce 
agreed to junk the whole idea of 
penalizing reteition of income by 
corporations and had knocked a hole 
of large size in the revenue prospects. 

So the Committee members 
ready to do some reconsidering. 


WHAT TREASURY SUGGESTS 

But, regardless of reconsideration, 
there is going to be need of new 
sources of revenue, and at this point 
much official attention is given to 
some suggestions that the Treasury 
has made to the House Committee. 
There is recognition that any 


got 


_ changes to be made in the surtax on 


$695,000,000 for its whole span, the 


retained corporation income are go- 
ing to result in sharp reductions in 
revenue over and above the reduc- 
tions growing from the failure of the 
existing law to yield as intended. 

Starting at that point, the recom- 
mendations are as follows: 

1.—The Treasury wants Congress to 
consider individual income from the 
99-billion-dollar investment in tax- 
exempt securities in fixing the rates 
of individual income taxation. 

For example: 

Under existing law an individual 
with $20,000 of income, $10,000 of 


STORY TAXES AND BUDGETS: 
DEFICITS VS. RELIEF FOR 


which is earned and $10,000 of which 
comes from tax-exempt securities, 
would pay $415 in tax. 

But under the plan suggested by 
the Treasury this same man would 
find that, in determining the rate of 
surtax he would need to apply 
against his income, he would have to 
count in the $10000 from tax-ex- 
empt securities, and as a conse- 
quence his tax would be $802.50. 

By requiring taxpayers to count 
income from tax exempts in deter- 
mining the rate of surtax against 
their taxable income, the Treasury 
thinks that more than $100,000 ,000 
in added revenue would accrue to 
the Government. 


JOINT FAMILY RETURNS 


2.—The Treasury Officials want 
Congress to change the individual 
income tax law so that husband and 
wife will be required to file a joint 
income tax return. 

This is important again in deter- 
mining the surtax rate inasmuch as 
a dividéd income will take a lower 
rate than a combined income when, 
as is the case now, the surtax is 
based upon total taxable income. 

Another $100,000,000 would be re- 
alized through this source, 

3.—The Treasury wants Congress 
to change the existing law govern- 
ing the use of depletion reserves by 
oil and mining companies to cut 
down taxable income. 


Corporations are found to be set- 


ting aside reserves in an amount far. 


in excess of the value of the prop- 
erty against which the reserves are 
being built. 

A loss of about $80,000.000 is esti- 
mated from this practice. 


CAPITAL GAINS TAX 


Next to the surtax on retained 
corporation earnings the tax under 
the heaviest fire from business men 
and financiers is that now levied on 
income from the sale of stocks and 
bonds and real estate and other cap- 
ital assets. That income, under pres- 
ent laws, is taxed on a sliding scale 
basis, with the tax rate declining on 
the basis of the length of time the 
asset has been held. If held less 
than a year the tax would be at the 
full rate of the individual income tax 
and could amount to 79 per cent. 


Argument against the present tax 

on capital gains is that it discour- 
ages the sale of property. For ex- 
ample, an owner of stock is sup- 
posed to hesitate to sell when he has 
a profit because of the size of the 
tax that he would be forced to pay 
on that profit. 


Treasury officials have shown a 
willingness to go along with a modi- 
fication of that tax. They have of- 
fered to Congress a plan under 
which no taxpayer would be required 
to pay more than 40 per cent as a 
tax on income from a capital asset 
held for longer than one year. From 
that point on the tax would grade 
down rather sharply, depending on 
the length of time the asset had 
been held and on the size of the tax- 
payer’s income. 

Not much loss of revenue would be 
expected from these changes, which 
are sought especially by the more 
wealthy of the country’s taxpayers. 


EFFECT ON BUSINESS 


At the present stage of considera- 
tion of taxes by Congress nothing is 
regarded by officials as certain ex- 
cept the assurance that some action 
will be taken to alter existing taxes 
either in the present session or in 
the regular session. How much ef- 
fect any tax revision will have on 
the general business situation is a 
matter of debate, with most of the 
experts arguing that existing taxes 
really have had little to do in caus- 
ing the present business recession 
and that their change will, in itself, 
have but few results. They do ad- 
mit, however, that business men are 
convinced that the capital gains 
tax and the tax on retained corpora- 
tion earnings have had a large share 
in producing a business set-back. 

While the struggle goes on to bol- 
ster the Government’s income to 
meet existing expenses. one other 
vital situation from a budget stand- 
point is getting next to no attention 
in Congress. 

Both the Senate and the House 
are wrestling with the idea of a new 
program of farm controls. The plans 
under consideration will cost at 
least $200,000,000 more than the ex- 
isting control program. Yet neither 
house is giving thought to ways for 
raising the $200,000,000. 

Henry A. Wallace, as Secretary of 
Agriculture, recommends enactment 
of new taxes on the processing of 
affected farm products. He wants a 
tax of 20 cents a bushel on wheat. of 
3 cents a pound on cotton and of an 
undetermined amount on corn and 
tobacco and rice. 

Congress wants to vote the subsi- 
dies but appears not to want to 
find ways to pay for those subsidies. 

This is just one more angle to the 
story of taxes and budgets and the 
cost of running a modern govern- 
ment under modern economic and 
political pressures. 


ADVERTISEMENT ADVFRTISEMENT 


Our ENGLISH EAR-TO-THE-GROUND expert warns 


us about strange subterranean doings. Says you have to 
look sharp walking across people’s front lawns. Cars come 
popping up out of the soil right under your feet in a most 
disconcerting way. It appears the English have taken to 
burying their cars in what they call “Pit Garages.” <A 
water-tight concrete pit, sunk in the front yard, contains a, 
covered electric elevator. You roll on to the good old lift, 
apply the bally emergency, and flick off the bloomin’ igni- 
tion. Then you toddle off into the house and push a button. 
Down goes your car for the night, and the elevator top, fit- 
ting flush with the'sod, seals it in nicely against the 
elements. Comes another day, and you button your car up 
again with a casual stab of the good old finger. 


SERVICE STATIONS IN THE HOSPITABLE SOUTH 
have become hostess-minded. At several drive-ins the thirsty 
motorist is served ice water by a refreshing brunette; road 
maps come complete with blondes to present them. The 
traveler's life, we feel, grows increasingly complex with the 
addition of such attractions. Time was when you chose be- 
tween a general store and a garage if you wanted a tankful. 
Now it’s a question whether you prefer your gas and oil with 
tourist camp attached, with hot dogs at 10c a foot, or with 
map service a la Ziegfeld. The successful dealer of the not- 
too-distant future will be the one whose Neon lights pro- 
claim, “Gas, Oil, Tire, and America’s Loveliest Water Girls.” 


DESPITE SKY-HIGH TAXES, the price of gasoline to 
the consumer remains within hailing distance of the aver- 
age pocketbook. This equalizing process is largely the re- 
sult of constant effort on the part of the supplier to reduce 
costs. In applying the knife to operating expenses and thus 
effecting savings which are passed along to the consumer, 
the Standard Oil Company of New Jersey is aided materially 
by its “Coin Your Ideas Committee.” 


This body functions as a clearing house for all time, labor, 
and money saving suggestions submitted by employees of the 
company. Workable ideas win cash awards, and in this 
way every employee is given incentive toward promotion of 
company improvement and ultimate consumer welfare. 
Gasoline still is cheap; only the tax is high. 


SPEAKING OF TAXES, Senator, we'd like to borrow your 
good ear for a minute. This fellow here, half buried in a 
carload of assorted taxes, is a motorist. He’s becoming just 
a little bit inquisitive. He wants to know whatever became 
of those coast-to-coast elevated highways you were talking 
about not so long ago. And those eight lane roads, those 
scientifically illuminated express routes for night driving. 
Thought these hitch-hiking gasoline taxes that are riding 
with us were paying their freight by buying these highway 
improvements. Isn't that what you said? What's that, Sena- 
tor? TAX DIVERSION? And what, if you please, is that 
all about? Is it fair, is it legal, is it even good vote-getting ? 
Oh, so you won't listen! 


WE HAVE IT from our roving campus correspondent that 
the “collegiate car” is not extinct. He reports that one 
broken-down rattletrap, resplendent with sign reading 
“FOUR WHEELS—NO BRAKES’ is doing a fine job of 
highway haunting in a certain eastern college town. A 
believer in signs, we always concentrated hard on our driving 
when confronted by such a hack. 


The frankness of operators of these animated auto corpses in 
admitting their status as a safety hazard always has pleased 
us. We are even beginning to hope, probably misguidedly, 
that modern highway menaces will be equally public-spirited. 
It seems to us it would be comforting to read, across the 
radiator of an onco™‘ng car, “Road Hog. Look out.” Or, 
“Back Seat Driver in Command. Not Responsible.” With 
such warning we could act accordingly. 


TYPHOID FEVER is no laughing matter and no joyous 
concern of the Happy Motorist, but it brings up a point. Re- 
liable authorities who specialize in such statistics have an- 
nounced that last year drunken drivers caused almost as 
many deaths as typhoid. Approximately 2,000 fatalities in 
1936 were the result of mixing drinking and driving. Be- 
cause it is an ever-present menace to life, medical science 
wars constantly on typhoid, has succeeded in reducing the 
annual fatalities due to the dread disease. No serum, how- 
ever, has yet been developed to protect the motorist against 
the ravages of that other dread disease—the drunken driver. 


NEAT ALIBI DEPARTMENT 
A heavy-footed Texan, romping across his state at 85 miles 
an hour, probably was annoyed but hardly flabbergasted when 
a trooper blew him down. Equal to the occasion, the motors 
ist had an explanation. His alibi: He was hurrying to de- 
liver an address on Safety. 


A COLORADO service station rattles the superlatives in 
nearby California by proclaiming itself the “oldest gas sta- 
tion in the world.” Some of those spell-binders beating the 
drum for “the world’s most super-deluxe screen master- 
piece” might be interested in looking at the facts behind this 
Colorado outburst. The station is constructed of petrified 
wood estimated to be more than 175,000,000 years old. It 
probably has dinosaurs in the cellar instead of termites. 


WILL YOU WRITE US A LETTER? Subject: 
“What is the matter with Business?” Personally, 
we like the eager boys who run out to service our 
car, we like the fine quality of gasoline which we 
buy for five-eighths of a cent per mile, and we like 
the hum of the oil burner downstairs. If the oil man 
would shovel the snow from our sidewalk as faith- 
fully as he looks after our fuel needs Winter would 
have no terrors. We can’t understand what people 
are talking about when they say business is wrong, 
because they don’t specify. Perhaps you know. If 
we get enough interesting letters we will print them, 
signed or unsigned as you prefer. Please address 
Northrop Clarey, Assistant to the President, Stand- 
ard Oil Company (N. J.), 30 Rockefeller Plaza, New 
York City, 
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With the Committees: 


New Laws in Making 


Farm bills emerge in both houses. 
Study begins on appropriations. 
Wages and labor bill still stymied. 


HE extra session deadlock in Congressional Com- 
mittees is broken by the emergence of the farm 
bills, widely variant in terms, into both Hous=s, 
but all the rest of the President’s program is still 
snagged with adjournment scarcely three weeks 
off. 

Committee calendars are loaded with all kinds of 
proposals in several thousand bills introduced in 
the two Houses but they —and probably some of the 
White House program, too—go over for 1938 con- 
Sideration. 


Appropriations 

Some billions of dollars are annually appropriated 
for the maintenance of the Government. This ap- 
propriation machinery, always initiated on the 
House side, was set in motion Monday when hear- 
ings began in executive session on the largest of 
all the regular supply measures, the appropriation 
bill for the Treasury and Post Office Departments. 
For the current fiscal year this bill carried $1,- 
503,441,943. In the bill now being drafted it may 
be less. Subcommittee Chairman Loauis Ludlow 
(Dem.), of Indianapolis, in charge for the House, 
who wrote a book on Government “going busted” 
by extravagance, says the committee will keep ap- 
propriations down to rock bottom. 


Regional Planning 

The House Committee on Rivers and Harbors, 
headed by Representative Mansfield (Dem.), of 
Columbus, Texas, is working on a regional plan- 
ning bill to accord with the President’s views. Mr. 
Mansfield introduced a bill but later announced il 
would have to be revised in the light of White House 
viewpoints. He quoted the President Tuesday as 
Saying the army engineers should retain harbor 
and field contro] work, over which they have had 
jurisdiction for many years. That, says Mr. Mans- 
field, removes one of the major sources of criticism 
of the Administration’s original proposal. 

“Iam trying,” he said, “to work out a bill in sub- 
Stangial agreement with the President’s message to 
Congress, which was nothing more nor less than 
to create regional planning boards.” 


On the Senate side, Senator Bulkley (Dem.), of 
Ohio, approving the Mansfield plan, said it would 
eliminate the subject of additional power develop- 
ment and operation and that the bill is in line with 
a bill he and Majority Leader Barkley, of the Senaty, 
introduced last February. 

First witnesses before the House committee on the 
regional planning bill were L. C. Sabin, Clevelard, 
Ohio, vice president of the Lake Carriers Associa- 
tion, and Stuart Chase, New York economist. 

Mr. Sabin charged that power seemed to be the 
motivating influence behind this legislation. He de- 
precated “the trend of centralization of power in 
disregard of States’ rights and the threatened 
absorption of industry by Government.” 


Mr. Chase declared that regional planning is im- 
perative. “Nature,” he said, “has given us ominous 
Warnings that our resources are shrinking.” Hear- 
ings resume this week. 


Agriculture 

The agricultural committees of both Houses re- 
ported farm bills under hurry-up orders from the 
leadership after White House conferences, with a 
right of way on the special session program. A 
bill was immediately taken up for debate in the 
Senate and the House will begin debate Nov. 29. 


Wages and Hours 

The Administration’s wages and hours measure 
has already passed the first hurdle, the Senate, 
which approved it in the closing hours of the last 
Session, but all efforts to bring the proposal, re- 
ported out from the House Committee on Labor, on 
the House floor this session so far have failed. The 
House Rules Committee refuses to provide a special 
rule to expedite it. A petition to discharge the Rules 
Committee from further consideration of the bill 
is in circulation but so far is woefully lacking in the 
required number of signatures. 


Taxes 


Tax legislation is up in the air. The House Ways 
and Means Committee is studying the undistributed 
profits tax, and surveying other tax problems, in- 
cluding nuisance taxes, alcohol and tobacco levies, 
and miscellaneous excises, with a view to reporting 
Some tax revision proposals at the 1938 session. 

Subcommittee Chairman Vinson said Tuesday he 
had not heard any Administration suggestion to 
Speed up business tax revision for the special ses- 
Sion but the President on Friday indicated he 
favored some revision proposal as soon as Congress 
is ready to go ahead with it. 

House Republicans Tuesday, at a caucus, ad- 
vocated outright repeal of the undistributed profits 
tax at this session. Senate Finance Committee 
Chairman Harrison says his group will aci quickly 
On any House tax revision proposal. (Detailed dis- 
cussion on Page 3.) 


Miscellaneous 


Seuator Pat McCarran’s bill, limiting length 
of treight trains to 70 cars, will be the subject uf 
hearings before the House Committee on Inter- 
State Commerce beginning Jan. 11. The Senate 
Judiciary Committee will begin hearings Dec. 15 9n 
a Senate resolution memorializing the Governor of 
California to pardon Tom Mooney. The Senate 
Committee on Education and Labor has received a 
request to consider a protest against appointment 
of Nathan Straus as Housing Administrator; Acting 
Chairman Thomas (Dem.), of Utah. withheld name 
of the one requesting and what action the com- 
mittee may take. A Senate special committee on 
unemployment and relief held conferences with Dr. 
F. C. Mills, New York, J. E Hannum, Col. Lawrenx:e 
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Clashes over business recession. 
tacks on crop control plans. 
trality Act revision 


At- 
Neu- 


aces the mills of the gods, the wheels of Con- 

gress ground slowly last week. But at least 
they began to grind, in contrast with the almost 
motionless condition of the legislative ma- 
chinery during the previous opening week of 
the special session. 

The paralyzing Senate filibuster on the anti- 
lynching bill was ended, temporarily at least, 
when the Senate Agriculture Committee brought 
in its farm bill—though Majority Leader Bark- 
ley (Dem.), of Kentucky, and Vice President 
Garner assured Senator Wagner (Dem.), of New 
York, anti-lynching bill sponsor, that this con- 
troversial measure would be brought up again 
immediately after the farm bill is disposed of. 

Senate sessions during the week were chiefly 
occupied with farm bill debate. Senator Barkley 
had predicted the bill would pass within 10 days, 
but unpropitious prospects at the end of the 
week induced him to serve notice of an earlier 
morning meeting time for the Senate this week 
to expedite lagging procedure. 

Senator Pope (Dem.), of Idaho, co-author of 
the farm bill, carried the main burden of the 
argument for it as it ran a gauntlet of criticism 
from Senators on both sides of the party aisle. 
Senator Austin (Rep.), of Vermont, thought the 
bill was as unconstitutional as the original AAA 
thrown out by the Supreme Court, Senator 
Vandenierg (Rep.), of Michigan, objected to 
provisic..s that would subject farmers to crimi- 
nal ..::on if they failed to furnish records 
showing their participation in various stages of 
the program. ~ 

Referring to its effect on minority farmers 
who vote not to go along with the program, Sen- 
ator Burke (Dem.),’of Nebraska, said he doubted 
“whether anything worse than this provision can 
be found in Russia.” Senator McNary (Rep: - 
of Oregon, feared that by diverting land from 
corn, wheat and cotton, competition for dairy 
and livestock farmers would be increased. 


Senators Connally 
(Dem.), of Texas, and 
iS MET BY FARM McGill (Dem.), of Kan- 
BILL'S ADVOCATES sas, rallied to the aid of 
Senator Pope in meeting these criticisms. 


At the other end of the Capitol, the House 
Agriculture Committee finished drafting its 


WAVE OF CRITICISM 


—Harris & Ewing 
BACK IN HARNESS 
Senator Burton K. Wheeler, of Montana, outstand- 
ing foe of the President’s court reorganization plan, 
returned to the Capitol a little more than a week 
after the special session opened. First job was to 
sift the voluminous mail accumulated during his 
absence. 


farm bill. Like the Senate measure, it outlines 
a program based on continuation of the present 
soil conservation practices and payments, but 
with compulsory controls to prevent abnormal 
surpluses. The House bill differs from the 
Senate bill mainly in severity of penalties and 
methods for limiting production. 

Both bills raise the problem of how to finance 
the new program, since estimates are that it will 
cost at least $200,000,000 a year more than the 
present half-billion-dollar soil conservation 
program. 

On the wages-and-hours bill, one of the ma- 
jor subjects on the President’s special session 
schedule, House leaders continued to face a 


FARM BILL ITS WAY—BATTLE FOR 
LEGISLATION—DEMANDS FOR TAX REVISION 


gloomy developments of the Brussels Nine-Power Conference. 
William E. Borah, of Idaho, former chairman of the committee; Senator Key Pittman, of Ne- 
vada, present chairman, and Senator F. Ryan Duffy, of Wisconsin, committee member. 


WAGE 


—Harris & Ewing 


SENATE SPOTLIGHT ON FOREIGN RELATIONS 
EETING in executive session the Senate Foreign Relations Committee studied the 


Left to right, Senator 


they were unable to get the bill reported out by ¢ 
the Rules Committee. There it has been blocked 
by a combination of five Southern Democrats 
and four Republicans. 


Strenuous efforts were 
WAGE BILL TO continued to pry the bill 
out into the House by 
HOUSE FLOOR means of a petition, re- 
quiring 218 signers—a considerably larger num- 
ber than it was posible to muster by the end of 
the week. Valiantly leading the battle for the 
bill was Representative Mary Norton (Dem.), of 
New Jersey, new chairman of the House Labor 
Committee and first Congresswoman to hold such 
an important committee post. Floor leaders and 
party whips strenuously tried to help her round 
up enough signatures. Zealous supporters of 
the measure caucused and decided to conduct 
a personal canvass of all members in a petition- 
signing drive. 
As an inducement to waverers, Mrs. Norton 
- announced her Labor Committee had agreed to 
amend the bill when it reaches the floor, to do 
away with the proposed five-man Labor Stand- 
ards Board, leaving the measure to be admin- 
istered instead by a single administrator in the 
Labor Department. 


Chances of getting wage-hour action at the 
special session were considered to have been 
greatly weakened when President William 
Green, of the American Federation of Labor 
came out against the bill, ascribing as his main 
reason A. F. of L.’s dissatisfaction with the way 
the NLRB has been administering the Wagner 
Labor Relations Act. Mrs. Norton told the 
House, however, that CIO’s John L. Lewis com- 
mended the principles of the legislation, though 
the CIO felt it had some “serious limitations 
both in regard to the economic and administra- 
tive features.” 


DRIVE TO BRING 


The business recession 


continued to occupy chief 
FOR QUICK ACTION attention on Capitol Hill, 


ON TAX REVISION and it furnished sev- 


eral brisk exchanges in House debate. Re- 
publicans sought to put the blame on New Deal 
policies, This drew a retort that the slump was 
a “Wall Street conspiracy” engineered by big 
business to embarrass President Roosevelt. (See 
Column 5). 

Demands continue for immediate tax revision, 
with elimination or modification of the undis- 
tributed corporate surplus tax. In debate, Rep- 
resentative O’Connor (Dem.), of New York, 
chairman of the powerful House Rules Commit- 
tee, joined Republicans in holding that this 
would have a reassuring effect on business, and, 
off the floor, some leading Democrats in both 
Houses‘ concurred in the idea that tax revision 
should be tackled in time to let business firms 
know how to make their plans for the coming 
calendar year. 


DEMAND CONTINUES 


Other Democratic members, however, looked 
toward the White House for indications of what 
Mr. Roosevelt’s wishes are in the matter. A 
series of White House conferences with Con- 
gress leaders dealt with the tax problem. 

Pushing a housing program has been much 
discussed as one means of combating the busi- 
ness recession. Before leaving on his vacation 


> submitted to Congress this week along with an- 


other message proposing curtailment in Fed- 
eral aid for road building. 


The House met only three full days last week, 
though it was held in a-brief session on Thanks- 
giving Day after Representative Church (Rep.), 
of Illinois, a stickler for expediting the session, 
refused to give unanimous consent to a holiday’ 
adjournment. But after meeting for only 15 
minutes on Thursday, the House adjourned till 
Monday, following the example of the Presi- 
dent, who set off for the South on a holiday 
fishing trip. 


SOCIAL SECURITY Delay in reporting the 


REVENUE USES House farm bill gave 
members _ additional 
ARE DEBATED chance to discuss. the 


business situation and a wide range of mis- 
cellaneous subjects. Representative Fish 
(Rep.), of New York, attacked use of the social 
security taxes for general running expenses of 
the Government and demanded a committee in- 
vestigation to discover whether these funds are 
being properly safeguarded. Representative 
Patman (Dem.), of Texas, retorted that the 
people are being falsely alarmed about use of 
the social security funds by “loose talk’ and 
“misleading statements.” | 


Representative Ludlow (Dem.), of Indiana, 
made an appeal for his amendment to the Con- 
stitution to provide for a popular referendum 
preceding any declaration of war, which set off 
a lively discussion on this subject. Two other 
war referendum proposals have been made in the 
Senate during the special session, by Senators 
La Follette (Prog.), of Wisconsin, and Capper 
(Rep.), of Kansas. Incidentally, this C sngress 
has before it a total of 107 resolutions proposing 
changes in the Constitution. 


In the field of foreign relations, Senator 
Lodge (Rep.), of Massachusetts, announced his 
intention to press a joint resolution to an.end 


the Neutrality Act in a way to eliminate the | 


discretionary power vested in the President to 
declare when a state of foreign war exists. 


The subjeci of collecting Europe’s war debts 
wes raised by Senator Lewis (Dem.), of II- 
linois, who proposed a plan under which Great 
Britain and France would be enabled to deduct 
from their debts defaulted sums they had 
loaned to the United States at earlier periods in 
our history. 


A move to head off | currency inflation was 
launched by Senator Bridges (Rep.), of New 
Hampshire, who demanded repeal of the Presi- 
dent's discretionary power to issue up to $3,- 
000,000,000 in greenbacks. On the other hand, 
from the Senate Agriculture Committee came a 
report demanding further dollar devaluation in 
an effort to increase farm prices. 


Vice President Garner reached his 69th birth- 
day last week, but when members of the Sen- 
ate, over which he presides, started in on birth- 
day eulogies, he hurriedly quit the dais and 
“ducked out” of the chamber, saying he 
“couldn't listen to all that soft stuff.” Inci- 
dentally, Alabama’s new woman Senator, Mrs. 
Dixie Graves, had her first opportunity last 
week of presiding briefiy over the Senate, and 
Senators had the novel experience of address- 
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The Business Slump: 
House Debates Cause 


Charges of “conspiracy.” Tax re- 
vision and housing outlays as reme- 
dies. Who'll hire the unemployed? 


ANIFESTING growing concern about the omin- 
ous business situation, Congress last week con- 
tinued to debate causes and remedies. A group 
that in House discussion blamed New Deal policies 


for the recession was answered with assertion that 


the present slump is a “Wall Street conspiracy” de- 
liberately engineered to embarrass the President. 
Immediate tax revision and outlays for a housing 
program were among the remedies advocated. Ex- 
cerpts from the debate: 

MR. JENKINS (Rep.), of Ironton, O.: Mr. Speaker, 
probably the most serious matter claiming the at- 
tention of the American people at present is the 
tremendous recession that has taken place in the 
business, financial, and economic structures of the 
nation in recent weeks.... What is the remedy?”... 

The wild theories of New Deal “brain trusters” 
must now be discarded and the common sense and 
business knowledge of the men who know from ex- 
perience must be called into play to save the coun- 
try from ruin. . 

We have not forgotten the President’s proud 
boast that “we have’ planned it that way.” ... His 
failure to appear in person with his great retinue 
of attendants to deliver his message to this special 
session ... is evidence of his fear to face the 
music.... 

I have asked the Congress to repeal the surtax on 
undistributed profits. . 


NEED OF TAX REVISION 


Mr. O’Connor (Dem.), of New York City: I, for 
one, do not believe we should postpone definite as- 
surances to business. It does not satisfy me to post- 
pone until the regular session the necessary changes 
in the tax laws to relieve business of its burden..., 
I am concerned with the situation of unemployment. 
You are not going to get people back to work until 
you encourage private business to employ people.... 

I believe the greatest field for the recovery of 
America and for taking up the slack in employ- 
ment is in the building of millions of homes. ... 

Mr. ELLENBOGEN (Dem.), of Pittsburgh, Pa.: I 
want to deal with the foreclosures which have been 
made and which are in process of being made by 
the Home Owners’ Loan Corporation. . . . What is 
the HOLC going to do now, in the face of the busi- 
ness recession? Is it going to increase its rate of 
foreclosures and put an even larger number of 
home owners out of their homes?.. 

Mr. FisH (Rep.), of Garrison, N. Y.: I am not 
sure of my figures, but someone just whispered in 
my-hearing that the Government has taken over 
100,000 of these homes. 

Mr. ELLENBOGEN: Up to Sept. 30 last, 114,000, that 
is, under foreclosure. 

Mr. FisH: If you want to promote radicalism, so- 
cialism, and communism, the very best way to do it 
is to have the Government dispossess these Amerti- 
can home owners... . And I say to the gentleman 
from Pennsylvania ...I shall sign his petition to 
reduce the rate of interest to 31/2 per cent. 

I am also in favor of having an immediate build- 
ing program presented to the Congress....If a 
large bond issue is not feasible, I suggest we might 
use some of the gold lying idle in Government 
vaults in Kentucky.... 


‘A ROOSEVELT DEPRESSION’ 


We are in the midst of a depression, a serious 
depression, a Government-made depression, a Roose- 
velt depression ... brought about by direct attacks 
on business, by collectivization, by promoting class 
hatred and repeatedly baiting big business, and all 
kinds of business, for the last few years... . 

I accuse President Roosevelt with being responsi- 
ble for the loss of $30,000,000,000 in security values 
on the stock exchange and probably another 30 
billion of unlisted securities, in real estate, mort- 
gages, and so on, in the last two months, which 
means further unemployment and impoverishment 
of American labor... 

I accuse him of causing business fear and un. 
certainty by inciting class hatred and more strikes 
than any Administration in the history of our 
country. ... 

I accuse him of hampering and retarding the 
natural recovery of the country through half-baked 
legislation, unsound experiments, squandering of 
the people’s money, and an unbalanced budget.... 

Mr. RANKIN (Dem.), of Tupelo, Miss.: The gen- 
tleman wants us to issue $5,000,000,000 more bonds, 
What do you want to do with that? 

Mr. FisH: I told you exactly what I wanted to 
do; instead of throwing money away, put it into 
productive enterprise, where it will do some good 
for the American people. . 

It is about time the New Deal changed its tune 
from “Happy Days Are Here Again” to “The Merry- 
Go-Round Broke Down.” The New Deal goes around 
and around and comes out nowhere... . 

This is a Roosevelt or Government-made depres- 
sion, and even Charles Michelson and the New Deal 
publicity bureau and the host of propagandists can- 


not shift the burden to the international bankers,- 


Wall Street, 
men... . 


‘A WALL STREET CONSPIRACY’ 


Mr. SasatH (Dem.), of Chicago: Mr. Speaker, 
the gentleman ... is trying to charge that this is a 
Roosevelt depression. This I deny. This is a Wall 
Street conspiracy—a depression conceived to stop 
the legislation for which we have been called into 
special session. .. 

The demand for the repeal of these two tax Acts 
and the recession of business has been brought 
about by Wall Street financial and industrial ty- 
coons, reinforced by the United States Chamber of 
Commerce and similar organizations, for the very 
purpose of defeating the wage-and-hour bill... . 

I concede that there have been some lay-offs, and 
I concede that there is a certain depression at this 
time, all engineered and brought about, however, by 
a conspiracy, as I stated, aided, of course, by the 
banking group, and assisted by the United States 
Chamber of Commerce and the manufacturers’ as- 
sociations that have been busy, the last ten days 


economic royalists or other bogey 


sear aoe others, on the nature and scope of a peculiar and unprecedented situation. Though | trip to Florida, the President said he had pre- | ing the chair as “Madame President” instead of has taken four poole to reestablish, and trying to 
contem sive s t sh, 
plated extensive inquiry. commanding an overwhelming party majority. } pared a special message on this subject, to be ‘Mr. President.” put fear into the hearts of American business men. 
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Speaker Bankhead 


His the Task to Keep the House | 
From Bolting the Legislative Track 


N THE confusing first two weeks 

of Congress, Speaker William B. 
Bankhead moved painstakingly as 
though acting ina play. He knows 
his lines from long practice. The 
climax sought is enactment of the 
President’s “emergency” program. 
Mr. Bankhead hopes that little 
will interfere with progress to that 
climax. 

The task threatens to be difficult. 
Failure of “planning” to stabilize 
recovery has encouraged independ- 
ent spirits. Mr. Bankhead learned 
last week that he need not know 
only his own lines. On occasion he 
must give fellow-Democrats on the 
legislative scene their cues. 

To that the 
Alabama Rep- 
resentative 1S 
well suited 
He rose to the 
Speakership in 
the last Con- 
gress via two 
of the posts 
most impor- 
tant in the 
present situa- 
tion — chair - 
mahship of 
the Rules 
Committee and the Democratic floor 
leadership. 

Counsel from his late Senator- 
father when he entered the House 
21 years ago served him well. “Learn 
the rules!” he enjoins newcomers in 
turn. Adversaries realize that his 
seemingly off-hand rulings, which 
sometimes change the parliamen- 
tary course, are based on study and 
experience. 

While there is little of the histri- 
onic about his manner, observers 
detect an occasional faint smile al- 
most as though the Speaker were 
enjoying a play in which he had a 
leading part. As a youth he hoped 
for a stage career. The footlights 
still attract him, especially when his 
daughter—Tallulah—is playing. 

Like his older brother, Senator 
John H. Bankhead, 2d, the Speaker 
studied law at Georgetown Univer- 
sity in Washington after graduation 
from the University of Alabama. 
Their firm became outstanding in 
their home State before both under- 
took to follow their father’s politi- 
cal footsteps. 

Cotton surplus control legislation 
is a foremost concern of each. 
Speaker Bankhead is active behind 
the scenes to have a bill framed as 
quickly as possible. Moments come, 
however, when he would prefer 
again to be in the thick of the con- 
troversy with his brother. 


Speaker Bankhead 


Gerard Swope 


Trouble Shooter Extraordinary 
In Business and Government 


S IN 1918, when he joined the 
Army General Staff, Gerard 
Swope again has pitched in to help 
the Government. President Roose- 
velt called on him among the first 
to serve on the unofficial staff which 
seeks to mobilize private capital 
against business recession. 


Following 
the White 
House confer- 
ences between 
industrial and 
Admin istra- 
tion leaders, it 
was indicated 
last week that 
an attempt 
would be made 
to have busi- 
ness in gen- 
eral accept the 
viewpoint personified by Mr. Swope. 
One proposal is that concerns like 


Gerard Swope 


the General Electric Company, 
which he heads, cooperate to pro- 
mote housing construction and 


thereby increase employment. 


In the mid-twenties, with business 
on the upgrade, Mr. Swope gave ex- 
pression to the attitude which has 
been sought more widely since de- 
pression. 

“This company’s first duty,” he 
Said, “is to the public; its second to 
our employes; its third to the stock- 
holders. Our foremen are to re- 
member that they are dealing with 
men, and that men are not ma- 
chinery.” 

Under his guidance, General Elec- 
tric instituted plans for the protec- 
tion of employes which have served 
aS a model for other corporations. 
To illustrate, a 5 per cent pay in- 
crease is in effeet now to allow for 
higher living costs. 

"That’s one reason why those in 
the Company look to Mr. Swope as 
a friend as well as a boss.” a clerk 
said 

Electricity has provided the driv- 
ing spark of Mr. Swope’s life almost 
since his birth in St. Louis 65 years 
ago this week. As a boy he labored 
Over a motor of his own construc- 


tion. One of his first jobs, on vaca- # the Business Advisory Council of the 


tion from the Massachusetts Insti- | 
tute of Technology, was with Gen- | 
eral Electric in Chicago. The 1893 | 
pay roll reads: “Swope, G.. helper, 
per day, $1.” 

Years with other companies in- 
tervened before he was. elected 
president of General Electric a 
1922. Whether working in St. Louis 
or New York, he interested himself 
in public affairs. Now it was to head 


Department of Commerce, again to 
arbitrate labor disputes, again to 
help frame the Social Security Act. 
The present assignment encom- 
passes many of the difficulties ex- 
perienced on those tasks and more. 
Administration officials appear to 
believe, however, that if any one 
business leader can do more than 
another toward encouraging confi- 
dence, Mr. Swope is the man. 


Wendell L. Willkie 


A ‘Liberal’ Utility Magnate: 
Foe of Federal Power Policy 


RESIDENT ROOSEVELT’S deci- 
sion to talk terms for peace with 


the utilities first with Wendell L. 
Willkie gave rise to the comment in 
Washington: “Well, he means busi- 
ness!” For Mr. Willkie, as president 
of the Commonwealth & Southern 
Corporation, is known as a plain- 
spoken opponent of Administration 
power policies who has long been 
eager to negotiate. 

At the end of their hour-and-a- 


half talk last week, there was every 
reason to believe that this “for- 


Roosevelt-before-TVA” man _ had 
used the same directness which 
made him stand out as a youngster 
at the University of Indiana. He 
had little to say about it himself, 
leaving that to the President; but 
subsequent events indicated neither 
had sought to spare the other’s feel- 
ings. 

Indiana-born and now resident 
on Fifth Avenue in New York, Mr. 
Willkie at 45 retains those energetic, 
far-sighted characteristics which 
brought him steady progress in law 
and a captaincy in the A. E. F. He 
considers himself a “liberal” now, 


| no less than when Republican busi- 


ness associates looked askance at his 
Democratic activities during years 
of practice in Akron, Ohio. 


It was with some regret that he 
forsook tne Mid-west for more re- 
sponsibility and better income in the 
East, originally as co-counsel for 
Commonwealth and Southern. New 
friends and satisfactions, found since 
in battling for principles he favors, 
have more than compensated, how- 
ever. | 

Spending little time in recreation, 
Mr. Willkie worked long hours for 
power rate reductions and increased 
services aS means to increase in- 
come. Result: the corporations’ 
1933 deficit of $781,000 was turned in 
1936 to a $4,350,000 profit. He sees 


that profit threatened »nfairly and 
unconstitutionally by TVA compe- 
tition with units of the holding come 
pany, and is a leader of the current 


attempt to have the competition 
outlawed. | 

The courts, in his view, cannot ane 
swer whether public or private owne 
ership is preferable. He ays differ- 


“ences over that have overshadowed 


a more fundamental issue, “How 
best to generate and distribute 
power efficiently and economically?” 

With him the answer is enlighten- 
ed private ownership—because—in 
Thomas Edison’s words—“when the 
Government goes into business, it 
can always shift its losses to the taxe 
payers.” 


ANNOUNCING THE 


FORD 


INCLUDING NEW 


The Ford V-8 Trucks for 1938 have been com- 
pletely redesigned. They have new appearance, 
improved braking, easier steering, stronger con- 
struction. In addition, there is an entirely new 
122" wheelbase one-ton truck. This new One- 
Tonner bridges the gap between the larger Ford 
Trucks and the 112” Commercial Cars. 


formance, dependability and economy. 


The new styling of all these units is particu- 
larly impressive. They have a new front end, a 
sturdy new grille, new headlamps, massive full- 


THE NEW FORD V-8 ONE-TON TRUCKS—The new 122” wheelbase One-Tonner 1s the niggest single item of truck 
news for 1938. It brings Ford V-8 economy to loads in the one-ton range. It has all the time-proved features that 
have made the larger Ford trucks so reliable. There is a smart-looking body type for practically every need in the 
one-ton range: Stake, Panel, Express, The One-Tonner is also available as Cab and Chassis or Driveaway Chassis. 


FOR 


For 
practically every hauling and delivery need there 


is now a unit that gives Ford standards o 


of per- 


larger trucks are powered with the 85 hp. engine. 


skirted fenders. Their smart modern appearance 
is a definite asset to any business. 

Other important advances for 1938 are more 
comfortable cabs ... a new 134” wheelbase in the 
big truck line... anew frame width for both the 
134” and 157” wheelbase units... 7.50-20 dual 
tire and wheel equipment available at extra cost. 

The new one-tonners and the commercial cars 


offer a choice of the 85 or 60 hp. V-8 engine. The 


Your Ford dealer invites you to see the new 
line—and make an “on-the-job” test with your 
own loads and your own driver. 


1938 


112” CHassis 
22" CHA 


LINE OF 


COW PRICE Is 


NLy THE 
FORD Econo OF 
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SEVENTH YEAR ‘OF 


4 


NEW, LARGER SPINDLES 
An increased factor of 
safety for 134” and 157” 
trucks is provided by 
larger spindles with larger 
spindle bolts. The greater 
surface on bolts and 
bushings reduces weat — \ 
the new spindle design EN 
improves steering action. 


¥ New styling for all units 


rest Ford dealer, 


NEW FORD V°8 FEATURES FOR 1938 


NEW, QUICKER STOPPING 
BRAKES— You can stop these 
1938 Ford Trucks in shorter 
distance—with less pedal 
pressure. New brakes are self- 
energizing, larger and more 
powerful. Cable and conduit 
control gives the 


safety of 
steel from pedal to 


4% More comfortable cabs—3’’ more headroom I 
interior trim—Softer seat cushions 


4 


new 


4% New 134” wheelbase, with 60” cab to axle measurement— 
Improved load distribution 


4 For 134” and 157” trucks new standard frame width 
¥ Easier steering—New roller type with 18’ wheel 
. ¥ 7.50-20 dual tire and wheel equipment available at extra cost 


TIME-PROVED FORD TRUCK FEATURES 


¥ The famous Ford V-8 engines, 85 and 60 horsepower 

¥ Full-floating rear axle with tapered roller bearings 

¥ Straddle-mounted pinion—Ring geer thrust plate 

* Centri-force clutch—Low pedal pressure—High torque capacity 
¥ Needle roller bearing universal joints on 134” and 157“ trucks 
¥ Full torque tube and radius rod drive—Free shackled springs 
¥% Ford Engine and Parts Exchange Plan saves time and money 


V8 SUCCESS 
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The United States News 


Cartoonist Homan for the United Feature Syndicate 


Ebb Tide 


Editorial Comment, 
Pro and Con, on: 
1. Plea For Higher Rail Rates 


2. Crop “Scarcity” Theory 


3. Trade Pact With British 


N nearly all press comments on the request of the 
railroads for a general increase of rates, it ‘s 
asserted that a serious emergency confronts them 
and that the I. C. C. would do well to take early 
and favorable action on the plea. 


The alternative of Government ownership is re- 
jected by all commenting newspapers and, in gen- 
eral, it is said that operating revenues can be 
made adequate only through an increase in rates. 

Editors point out business normally is fee to es- 
tablish such prices for services to assure solvency 
but that the rails aré so regulated under the I.C.C. 
that their only method of relief is through a public 
' demand that their petitions be granted. 

It is conceded that some interests object to the 
proposed rate increases, but proponents argue that 
public welfare, which demands railroad service, 
should be properly served. 


Cartoonist Hungerford in the Pittsburgh Post-Gazette 
An Emergency Case 


Federal Farm Policies 


RISING COST LIVING: EDITORS ANALYZE CAUSES 


© + 


RESIDENT ROOSEVELT'S order to the 

Federal Trade Commission to investigate al- 
leged monopolistic practices and “other un- 
wholesome methods of competition,” as factors 
in the rising cost of living, is assailed by 83 per 
cent of commenting newspapers, with the charge 
that increased prices have been among the ob- 
jectives of the Government itself. In the judg- 
ment of 17 per cent of such papers the President 
is justified in promoting an inquiry into price 
fixing by business interests. 

The placing of blame on policies of the Ad- 
ministration by many editors is accompanied by 
charges that labor methods, farm legislation, 
burdensome taxes, and monetary changes have 
all helped to increase prices. 

The opinion of the minority is based largely 
upon the contention that there are sound rea- 
sons to investigate such business activities 
which may promote monopolies. 


“Opponents of the Administration,” argues 
the Louisville Courier-Journa] (Dem.), “blame 
the Government, charging increased prices on 
higher wages and _ taxes. Price-fixing 
agreements might have something to do with 
the situation. The Federal Trade Commission 
has all the facilities for finding out.” 


“There is no mystery,” 


states the St. Paul Pio- 
BLAMED BY MANY neer Press (Ind.), “about 


FOR HIGH PRICES the rise of prices from 


1933 to 1937. Monopolistic practices there may 
have been, but, in general, the rise of prices was 
not only in accord’ with Government policies 
but has been one of the boasts of the Adminis- 
tration right down to the moment when affairs 
started to go badly. 


NEW DEAL POLICIES 


“The President deliberately adopted an in- 
flationary policy. He devalued the dollar by 40 
per cent. If the object of dollar devaluation was 
not to stimulate prices by 40 per cent or there- 
abouts, it was meaningless.” 

“Monopolies and trusts have evil names,” ac- 
cording to the Philadelphia Evening Bulletin 


Cost 
Constr 


Cartoonist Temple in the New Orleans Times-Picayune 


“They Must Think We Are Birds!” 


* the nation as a whole. 


(Rep.), “but their part in boosting the cost of 
living is in all probability comparatively small 
compared with the great increase in the cost of 
doing business forced by the New Deal taxing 
policies—an increase which inevitably has been 
reflected in prices.” 


“Of course,” suggests 


| the. Cincinnati Times- 
Star (Rep.), “the price- 


AS “SCAPEGOAT” raising efforts of ‘the 


New Deal have worked too well. They have 
discouraged consumption, cut down production, 
increased unemployment. The high cost of liv- 
ing has become a political boomerang. Looking 
around for somebody or something to blame, 
Mr. Roosevelt has hit upon that ancient scape- 
goat, ‘the trusts.’” 


“Everyone agrees,” in the judgment of the 
Wilmington (Del.) News (Rep.), “that monopo- 
lies ought to be restrained for the welfare of 


TRUSTS PICTURED 


tion. 


But while Mr. Roose- 
velt is attacking on this front he might well 
consider the directly contradictory effect of his 
own policies. 

“Free competition is what we all want, but it 
can never be obtained by putting agriculture 
and industry into governmental straitjackets. 
And we will not get lower but consistently 
higher prices by these means.” 

“The causes of which the President speaks 
may have entered into the situation,” comments 
the Saginaw (Mich.) News, “but are they the 
major causes? What about the New Deal 
farm programs which were frankly in- 
tended to increase the cost of farm products? 
What about the Administration-fostered labor 
programs which have raised wages without in- 
creasing productivity accordingly?” 

“The Department of Justice,” says the Buf- 
falo Evening News (Rep.), “has complained of 


shortcomings in the present anti-trust laws, and - 


insists that the federal courts have put the Gov- 
ernment at a disadvantage in anti-trust prose- 
cutions. If so, it would seem that Mr. Roose- 
velt should ask Congress for remedial legisla- 
He was not disposed to strengthen the 
Clayton Anti-Trust Act when the Blue Eagle 
was stretching its wings. It appears that the 
Administration now is trying to shift respon- 
sibility to the Federal Trade Commission.” 


THE SURPLUS TAX “No competent observ- 
AND ITS EFFECT ON, * thinks the Dayton 


Herald (Ind.), “denies 
BUSINESS AFFAIRS that some competitive 


conditions are unwholesome, Price-fixing has 
been a problem for many years. Moreover, it 
has been complicated rather than corrected at 
times by Government policies. Some of the 
strongest criticisms against the Blue Eagle 
agency were based on the conviction that it fos- 
tered monopolistic practices, to the detriment 


of small business enterprises. 


“The present tax on undistributed surplus 
contributes indirectly to the breakdown of com- 
petition, in the opinion of many of its Demo- 
cratic and Republican critics, by penalizing 
small or new concerns,” 


Yeas 
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LETTERS OF COMMENT BY READERS OF THE UNITED STATES NEWS 


Editor's Note: Letters of com- + 
ment and suggestion are invited. | 
Those not intended for publication, 
and those to which writers desire to 
have only their initials attached if 
published, should be so marked. 
Even if initials only are to be print- 
ed, letters must be signed and ad- 
dress given. 


Clouds and Silver Linings 

Sir:—I just read your editorial of 
Nov. 15, entitled “The End of an Epoch.” 
I wish your forecast were true. To make 
it true would require an about-face by 


New Deal? 


before we would go through the horrors 
of another depression, we would forever 
wipe out the Old Capitalism and change 
our form of Government together with 
our economic and financial system. Will 
you please get that thought to those 
who are trying to completely blast the 
It is the opinion of a busi- 
ness man who daily talks with all sorts 
and conditions of people. 

San Francisco, Calif. 


present earnings? 


E. J. FERGUSON, 
* 


+ on the relief agencies of the Government 
who barely get enough to eat, with their 
Where is this neces- 
sary money to come from, if those who 
have it will not pay it?.. 

The real remedy lies not in lower taxes 
for those who can well afford to pay, 
but we shall only be relieved of this de- . 
pression by the Government taking full 
control of every large industry. ... The 
doom of this usurping policy of the pres- 
ent capitalistic ‘system in this nation is 


@ Without having the foresight to look 
ahead, business leaders of the world 
brought on the greatest depression ever 
known by destroying the purchasing 
power of the ultimate consumer, the 
wage earner. PERRY S. GRAHAM. 
Bluefield, W. Va. 

& 


The Wage Factor in High Prices 
Sir:—Although I do not always agree 
with your views, I enjoy immensely your 


DANGED 
(R 1 KIN FIGGER 
whY 1 DON'T 
GET ANY EGGS 
ANYMORE 


iBUTE 
OFiTs TAX 


Cartoonist Taiburt for the Scripps-Howard Newspapers 


The Goose That Laid the Golden Eggs! 


What the Editors 
Are Saying About: 


1. Relief Problem in Cities 


2. Status of the Philippines 


3. Proposed Utilities Truce 


EMAND by the Conference of Mayors that the 
Federal Government resume a larger propore- 
tion of the ielief burden in States and municipalie 
ties is opposed by 80 per cent of commenting newse 
papers which argue that such Federal spending 
must be tapered off and that States and_ cities 
should now finance their own relief problems to a 
oreater extent if the national budget is to be bal- 
anced. That they claim is the prime need before 
the country now. 

It is contended by these newspapers that busi- 
ness would improve with a balanced budget, thus 
affording. increased employment, a sure and safe 
way of lessening the cost of relief to localities. 

Those who advocate continued Federal] relief argue 
that the unemployed must be taken care of until 
industry recovers sufficiently to assume the burden. 


Future of the Philippines 


TATEMENTS by President Manuel Quezon tha’ 
the Philippine Islands would welcome dominion 
status under American jurisdiction evokes approval 
from only a minority of the press, objection being 


Cartoonist 


The Old Familiar Tableau 


Duffy in the Baltimore Sun 


voiced by 60 per cent of commenting newspapers. 


os et ea er t far off. PETE SAMKO. frank discussions in your editorials on Arguments advanced by the opposition in the 
HERE is almost unanimity in newspaper agrec- Sees Objectives Unchanged 
ty the Administration to sound government os oes , Camden, N. J. labor and economic conditions. I be- press are that the United States, having granted 
ment with the National Grange, as it voices | and economics. The answer is, “Can the - Sir:—Referring to your editorial of —— lieve that the present setback in busi- 


opposition to the scarcity theory for agriculture. 
Editorial comments give emphasis to the criticism 

that drastic curtailment of crops, or destruction 

of large quantities of food products, results in a 


condition which is detrimental to the public at 
large. 


It is argued that under enforced scarcity and 
Government regulation, the consumers suffer first 
and even the farmers in the long run. 

The Grange declaration that the farm program 
“must consider the Federal Treasury and protect the 
interests of the ultimate consumer,” is approved by 
nearly all commenting editors, who also favor vol- 


Ethiopian change his skin or the leopard 
his spots?” 

Prosperity is not here nor is it “around 
the corner.” Capital dare not branch 
out. It must run the gauntlet of Gov- 
ernment interference (regimentation) in 
management and the Wagner Labor Act. 
It requires capital, labor and manage- 
ment all untrammeled to carry on in- 
dustry. All three are hamstrung by 
present legislation as well as by ruinous 
taxation. Who is foolish enough to 
branch out now? 

In addition, a material number of 


laborers will not work. They prefer re- heavy 


Nov. 15, you are certainly optimistic 
about a “leopard changing his spots.’ 
If he did, how long would it last? 

Largo, Fla. 


Encouragement for Business 
Sir:—Roosevelt has the power to stop 
his depression immediately if he will only 
act. Why doesn’t he influence the I. C. 
C. to give the railroads a 12's per cent 
increase in rates immediately? ... 
The public and the politicians know 
full well that there is no real substan- 
tial prosperity without good business in 
industry. 


P. H. FULLER. 
x * 
taxes. 
this must. stop. 


System must stop. . . 


out before election. 


Encouragement to 


Calls or Government Economy 
Sir:—We must have economy in Gov- 
ernment and a balanced budget. 
New Deal nas only made taxes and more 
The taxpayers of America say 


The getting of votes with the dole 
. Almost anyone 
can be elected if he has two billion dol- 
lars of the taxpayers’ money to hand 


During Calvin Coolidge’s and Hoover's 
administrations, our public debt was re- 
duced about nine billion dollars. 


ness and industries is due directly to 
the monopolistic methods of industrial 
and union activities. Both are depres- 
sing the consumers’ purchasing power by 
raising prices artificially for a tempo- 
rary benefit to themselves. But at the 
end it reacts with a boomerang... . 
The practical way to have real pros- 
perity is to promote mass production 
with means for consumption by turning 
over the savings in cost of commodities, 
through economies and inventions, to 
the consumer by lowering the prices ac- 
cordingly. This will increase his pur- 
chasing power and demand for more 


This 


Com- 


independence to the Islands at their own request, 
would have nothing to gain by continuing any form 
of control: that the grant of dominion status would 
involve the necessity of being prepared to guard 
the Islands from foreign aggression. 

Editors favorable to the Quezon proposal point 
out the improvement achieved in the Islands by 
American control and argue that the gains thus 
made should be expanded for the benefit both 2f 
this country and of the Islands. 

An argument also advanced for such dominioa 
Status is the asserted desirability that American 
protection should envelop the Islands because of 
the disturbed conditions in the Far East. 


are their business-lik licy with the 
untary cooperation by the farmers themselves lief. It nas been well said, relief was rails would start their buying immedi- soni: gen ons ertinrel pero l spree goods, create employment and the prob- 
rather than regulation by Government. first accepted reluctantly, then silently, ately. Think of the jobs that would that has ioaananih our public debt over lem of the one-third of the population, 
but now it is demanded. create at once. ie ae who are underfed, will automatically slate 
19 billion dollars, till it now totals 36 
That is a black picture, but it has its Why don’t they lay off the utilities and, billion dollars and has nothing to show disappear. Our position to compete with The Outlook For Utilities 
. silver lining. It took time to get into encourage them fd begin their expan- Samet JOHN ERICKSON foreign trade will improve and the tariff ROPOSED truce between Government and the 
Reciprocal Trade Pacts this mess and it will take time and work sion program? . . . Encourage private New iets Me : problem will ease. Utilities exeites general discussion in the press, 
to = se ne retain our es industry, give relief to the rails, lay off a “ae It is certain that as long as the build- especially in areas where large river control proj- 
‘ecinr tio e will wor iliti ittle insi 
of a reciprocal trade agreement be- — LO ing mechanics will insist on a $45 wage ects have been built or proposed. Of the comment- 
tween the United States and Great Britain 1s ; ; P _ V. A.S, muzzle Senator Norris, GO away pects bigger $ for an average of three instead of a five 


viewed by 64 per cent of commenting newspapers 
as promising a substantial expansion of American 
commerce. In the judgment of 36 per cent sucn 
hope of benefits is greatly reduced by the empire 
agreements, in which the British dominions are 


profit as an ineentive and once more 
make it possible for all of us to do our 
best. Then nothing can stop us. May the 
sentiment expressed in your editorial 
come true in 1940. F. E. McCURDY. it? 
Bismarck, N. Dak. 


with the abominable capital and surplus 
taxes, and the Roosevelt depression will 
be broken over night. 
Why don't his advisers force him to use 
Nero fiddled while Rome burned— 


He has the power. they 


Sir:—A little clique of obstructionists 
that have been licked so many times 
don’t know when 
thoroughly licked still maintain 
they alone have a right to run the Gov- 


or six-day week and the textile worker 
will continue to use their tactics and the 
rest of the workers do likewise, our “ill- 
housed, ifl-clad, ill-fed” will continue to 
exist that way. 


they are 
that 


ing newspapers, 70 per cent express doubt of the 
finality of such a truce, arguing that federal cons 
servation policies have created Government come- 
petition for the power companies and that there 
always will be such potential competition. 


but that was in the horse and buggy ernment. . . . Every election from now Congress is at the present working on But 30 per cent of commenting newspapers believe 
guaranteed special treatment. x * * days. L. R. BRADY. on is going to be a more crushing de- a bill on maximum hours and minimum federal measures for control of erosion and floods 

It is assumed by editors who take the optimistic Urges Greater Cooperation Saugatuck, _ a he feat for this outfit. | wages for an imaginary benefit of the | can be carried to completion without corollary 
view, that the favorable attitude of the British Sir:—In your editorial of Nov. 15 you me Centralia, ee ere DYSART. underprivileged. But of what benefit production of hydro power: that if the truce leads 
dominions is likely to result in an agreement that speak of the New Capitalism. Now The Socialist Remedy | * for the recipient will it be when as soon to the agreement desired by the President, the power 
will preclude trade discrimination against this write more, suggesting that New Capi- Sir:—Your paper continually cries Wages and Purchasing Power as it goes into effect their products will 


country. 


Some editors who are Skeptical of the benefits 
to be derived by the United States in such a trate 
pact point out that American producers will face 
strong competition from British products granted 


favorable import classification under the reciprocal 
agreement. 


talism get together with the New Dealers 
and bury the hatchet. Let us have peace 
for the warring labor factions, peace 
among rival politicians, and peace for 
the debt-burdened multitude trying to 
escape from the octopus arms of the 
money lenders—I mean the bankers such 
as we have hereabouts. ... 

I believe I am sane when I say that 


taxes? 


about the relief that “business” must get 
from the high Government taxes. 
about the great masses of the poor work- 
ing classes that must turn nearly half 
of their earnings over for local property 
... What about the unemployed 
who cannot get proper food, clothing. or 
medical treatment, let alone pay taxes? but 
What about the WPA workers and others 


What 


wage. 


Sir:—It is impossible to have pros- 
perity with 13,000,000 workers idle, 
impossible to have a depression with 
all the wage earners working at a good 
It is not high wages that cause he 
failures but unemployment. ... 
ery will do the work of human beings, 
will not purchase the products of 
our factories. It takes purchasing power, 


increase in price and more than offset 
their gains? 

It is time to realize that the more 
an industrialist pays for labor, the more 
must charge for his. product and 
profit by it accordingly. He does not 
pay increased wages out of his own but 
out of the consumers’ pocket. H. N. 
Wilmington, Del. 


It is 


Machin- 


companies need have no fear of active Government 
competition. 

Those who challenge this view of the truce de- 
mand that Congress action be taken to insure with- 
drawal of the Government from the power field and 
that there be no more subsidizing of municipal 
power plants. And quite a wide demand is made 


that an accounting be made of the power operations 


already conducted by the Government up to now. 
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The Onited States News 
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China’s protest ignored. Jap- 
anese in Shanghai. Paris 
seethes again. British em- 
pire prosperity. 


HE Brussels Nine-Power Treaty 

conference last week folded up 
its tents, like the Arab, and silently 
stole away. 

Covering its failure to do anything 
effective for mediation of the Sino- 
Japanese conflict or to bring about 
observance of the Nine-Power 
Treaty, the conference as its final 
act adopted a report reaffirming the 
righteous principles of pacific action 
to resolve disputes among nations. 

In face of continued ruthless 
violation of the Nine-Power Treaty 
by Japan, the conference report 
solemnly stated that this treaty 1s 
still a “conspicuous example” of in- 
ternational instruments which “con- 
atitute the framework within which 
international security and interna- 
tional peace can be safeguarded 
without a resort to arms and within 
which: international relationships 


through 


can subsist on a basis of mutual | 
trust, good-will and beneficial trade | 


and financial relations.” 


Delegations of 18 nations voted | 
for the report while Italy, which has | 


taken Japan’s position throughout, 
opposed it. China’s. delegation, 


its chief spokesman, Dr. 
Wellington Koo, expressed Dr. | 
that the conference had chosen t9 
make “a mere reaffirmation. of these 
principles” and that “the adoption 
of certain positive and concrete 


measures has not been considered.” | 


CHINESE LEADER PROTESTS 

Dr. Koo earlier in the week re- 
buked the futility of “empty words” 
and took a thrust at the fact that 
the leading powers—including the 
United States—while professing to 
condemn Japan as the aggressor, 
continued to permit shipments of 
war materials to Japan, ‘‘making no 
distinction in fact between your 
treatment of the aggressor and the 
victim.” 

While China has been actively re- 
sisting the violator of the Nine- 
Power Treaty, the other signatories 
of the treaty, tnough condemning 
its violation, Dr. Koo pointed out, 
have been giving their assistance to 
the violator. The: failure of the 


conference to take any positive ac- | 


tion would result 


aggressors, he declared, and ac- 


.centuate the futility of mere “pious 


professions” about the sanctity of 
treaties. 

Other delegates squirmed in em- 
barrassed silence under Dr. Koo’s 
indictment. From China’s tradi 
tional friend, the United States, at 
whose instance the Nine-Power 
Treaty originally was adopted, had 
come no public moves for im- 


plementing the doctrine boldly sind | 


in emboldening | 


Recessing without any definite 
action to check Japan as the 
aggressor or to secure enforce- 
ment of the Nine-Power Treaty, 
the Brussels Conference never- 
theless reaffirmed its faith in the 
principles of the Treaty and in 
peaceful processes for settling 
inter®ational disputes, in a re- 
port, the culminating passages of 
which are as follows: 


HE conference is convinced that 
force by itself can provide no 
just and lasting solution to the dis- 
putes between nations. It continues 


to believe that it would be to the : 


immediate and ultimate interest of 
both parties to the present dispute 
to avail themselves of the assistance 
of others in the effort to bring hos- 
tilities to an early end as a neces- 
Sary preliminary to the achievement 
of a general and lasting settlement. 

It further believes that a satis- 
factory settlement cannot be 
achieved through direct negotiations 
between the parties to the conflict 
alone and that only through con- 
Sultation with other powers princi- 
pally concerned. there’ be 
achieved an agreement whereof the 
terms will be just, generally accepta- 
ble and likely to endure. 

The conference strongly reaffirms 
the principles of the 
Treaty as being among the basi: 
principles which are essential to 
world peace and the orderly pro- 
gressive development of national 
and international life. 


URGES PEACE IN ORIENT 


The conference believes that a 


prompt suspension of hostilities in: 


the Far East would be in the best 
interests not only of China and 
Japan but of all nations. With each 
day’s continuance of the conflic:, 
loss of life and property increases 
and the ultimate solution becomes 
more difficult. 


The conference therefore urges 
that hostilities be suspended and re- 
sort had to peaceful processes. The 
conference believes that no possi- 
ble step to bring about by peaceful 
processes a just settlement of the 
conflict should be overlooked or 
omitted. 


In order to allow time jor the 
participating governments to ex- 
change views and further to ex- 
plore all peaceful methods whereby 
&@ just settlement of the dispute may 
be attained consistently with the 
principles of the Nine-Power Treaty 
and in conformity to that treaty’s 
objective, the conference deems it 
advisable temporarily to suspend its 
sittings. 


CHINA’S VAIN APPEAL 
Appended to the report was a 
declaration by the Chinese dele- 
gation cxrpressing lack of faith 
in @ mere reaffirmation of prin- 
ciples unaccompanicd by positive 
concerted action to check ag- 


gressors. The Chinese appendix 

to the report is in part as fol- 

lows: 

The Chinese delegation notes that 
the revised text of the draft of this 
declaration contains a number of 
modifications and clarifications of 
the origina]. The new draft, like the 
old one, reaffirms certain general 
principles which China has always 
accepted. 


But in view of the continued rag- 
ing hostilities in the Far East the 
Chinese delegation believes that a 
mere yveaffirmation of these princi- 
ples can not be considered a satis- 


Nine-Power 


factory result of this conference be- 
cause it is not adequate to deal ef- 
fectively with this grave situation. 

The Chinese delegation regrets 
that the suggestions that it mads 
to the conference, particularly at the 
meeting of Nov. 22, with a view to 


the adoption of certain positive and | 


concrete measures has not been con- 
sidered by the conference. For rea- 
sons which it explained in its state- 


ments of Nov. 13 and 22 the Chinese | 


con- | 
| consolidating their victory at Shang- 


hai seized control of all Chinese com- | 


delegation holds that such 
certed action is indispensable in any 
effort to restrain Japanese aggres- 


[Continued on Page 15.] 
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YES — says Representative Louis 
Ludlow, of Indiana, sponsor .of a 
resolution which proposes to amend 
the Constitution so that the Ameri- 
can people shall have a referendum 
vote on participation in foreign wars. 


—Wide World, Underwood & Underwood 


A NATIONAL POLL BEFORE WAR DECLARATION? 


NO—says Representative David J. 
Lewis, of Maryland, charging the 
plan “suggests futility and folly.” A 
referendum, Representative Lewis be- 
lieves, is more likely to involve us in 
both foreign and civil wars. 


+ eign Secretary Eden gave notice tha‘ 


claimed by President Roosevelt at | 


Chicago, Oct. 5, of “quarantining 


| the aggressor. 


| this end in 


+ As the Conference Explains + 


Norman Davis, heading the Amer- 
ican delegation, 
ference retreat with a _ valedictory 
speech in which he declared that 
the conference might meet again 
some time and meanwhile the na- 
tions would continue to be deeply 
concerned about the problem 
ending the war, adding that “with 
view, I am _ returning 
home for consultation with my 
Government.” 

Shortly before the parley ended, 
the British delegation proposed that 
the United States delegation act 
with it in a joint effort to halt the 


' war by asking for an armistice, but 


Mr. Davis turned the suggestion 
down unequivocally on the ground 
that this would merely invite an- 
other rebuff from Japan. 


VICTORS RULE SHANGHAI 
Meanwhile as Japan's military 

forces pushed on toward the Chinese 

capital, Nanking, the Japanese, in 


munications facilities in that area, 
including postal, telegraph and cable 


covered the con- 


of, 


| 


systems, and assumed powers of 
censorship. The victors also claimed 
the right to take over Chinese cus- 
toms administration at this great- 
est commercial city of the Orient. 
These demands were received at 
first in stunned surprise by officials 
of foreign powers which, by treaty 
agreeinents, have had a hand in su- 
pervising collection of customs that 
are in part pledged to repay foreign 
loans. It was not expected, however, 
that Japan would confiscate this 
customs income for her own pur- 
poses unless war is formally de- 
clared. 

In absence of a formal declaration 
of war, the Japanese would also be 
technically embarrassed in their re- 
ported desire to gain control of the 
foreign areas of Shanghai—the In- 
ternational Settlement and = the 
French Concession. Cornell  S. 
Franklin, American lawyer, who is 
chairman of the Municipal Council 
of the International Settlement, said 
that efforts were being ‘made _ to 


comply with Japanese demands for 


| erad.ation of 


| 
| 
| 


“subversive and anti- 
Japanese activities” in the Settie- 
ment. 


In the House of Commons, For- 


the British would resist Japanese 
demands for Settlement control. 

Meanwhile, at Nanking the Ameri- 
can Ambassador and his staff 
evacuated the embassy and with- 
drew to Hankow, the chief new Seat 
of the Chinese government. 


A PEACE CONFERENCE BOWS 


+ detailing alleged German endeavors, 


| 


FRENCH CONSPIRACY THWARTED | 


Excited Parisians last week re- 
called the checkered changes cl 
French regimes in the 19th century. 
with Napoleonic and Orleanist coups 
and revolutionary battles in barr:- 
caded streets, as the governmen: 
made arrests and published details 
of a daring conspiracy to upset the 
republic and restore a monarchy. 


It was announced that tons of 
ammunition and thousands of stands 
of guns with bombs and hand gren- 
ades had been confiscated. Thous- 
ands of persons were reportedly im- 
plicated in plottings of the “League 
of Secret Defense,” composed tf 
former fascist members of the out- 
lawed Croix de Feu and royalists. 
who had organized their conspiracy 
on a military basis, with paper dis- 
tribution of. key-men to lead di- 
visions, brigades, regiments and bat- 
talions. In more than one sense the 
plot was an underground movement, 
the conspirators planning to march 
to make their coup of seizing the 
government via the subterranean 
sewers of Paris—after the fashion of 
the escape of Victor Hugo’s hero, 
Jean Valjean. 


Simultaneously from his foreign 
exile, che 63-year-old Duke of Guise, 


. Bourbon pretender to the crown, is- 


sued a “royal manifesto” proclaim- 
ing his decision to “reconquer” the 
non-existent French throne and rule 
as “King Jean III’—though it was 
insisted he meant only a peaceful 
conquest and the Duke’s connection 
with the plot uncovered in Paris was 
disavowed. 


FOREIGN INSTIGATION HINTED 
A member of the French ministry 
charged that a foreign power was 
involved in the conspiracy, and some 
French newspapers pointed accus- 
ing editorial fingers toward Berlin 
and Rome. At Berlin, the govern- 
ment-controlled press blazed out in 
denunciation of a newspaper article 
appearing in America, and repub- 


lished in the Congressional Record, | 


officially aided, to spread Nazism 


into foreign countries. 

But at Augsburg Chancellor Hitler 
told a wildly cheering Nazi rally that 
the 80,000,000 Germans in Europe, 
within and beyond the Reich, should 
be united under a single political 
control and that the world must yield 
to Reich demands for return of “our 
lost property,” the German colonies 
taken during the World War. 


The Hitler speech closely followed 
a visit to Berlin for informal con- 
versations on Germany’s colonial 
and other problems by Great Brit- 
ain’s special good-will emissary, Lord 
Halifax. His visit was reported as 
having failed to lead toward any 
Anglo-German “general agreement” 
such as the British government d°- 
sired. France’s Premier Chautemps 
and Foreign Minister Delbos accept- 
ed an invitation from Britain’s Pre- 


- 


OUT 


mier Chamberlain to visit London 
for conferences reportedly concern- 
ing Germany’s colonial and Central 
European ambitions. 


BRITISH TRADE GAINS 

While American statesmen strug- 
gled with the problems of recurring 
depression, British Board of Trade 
figures announced last week, cover- 
ing the first ten months of this year, 
Showed Empire trade and industry 
in more prosperous condition than 
at any time in the last eight years, 
with a 21 per cent British business 
improvement over 1936. As mutual 
moves were made toward negotiation 
of an Anglo-American trade pact, 
London reports were that the cab- 
inet was considering resumption nex’ 
month of token payments on Brit- 
ain’s debt to the United States, 
which would be expected to have the 
effect of politically facilitating the 
reciprocity negotiations. 


WHEN BUSINESS SUMMONS YOU TO EUROPE 


TAKE YOUR FAMILY? 


@ You can do it for remarkably little cost 


on one of the French Line's fleet of swift. 


Fly anywhere 
in Evrope 
Via Air-France 


luxurious steamers. 


And you will have 


superb cuisine ... courteous service by 


English-speaking stewards .. . reliable 


Breton and Norman seamanship. 


Jan. 


your Travel Agent for full information. 


New York to England and France, and thus te 
all Europe: NORMANDIE—Dec. 
CHAMPLAIN—Jan. 4 . 
anywhere in Europe via Air France 


J, BERRY. Gen. Agt., 924 Voth St. 


8, 26 . 
. ILE DE FRANCE 
LAFAYETTE—Jan. 22. Fly 


Washington, D 
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Notice the pure white cigarette 
paper... notice how every Chester- 
field is like every other Chesterfield 
—the same size and every one 
round, firm and well-filled. 


aged and blended. 


.. theyll give you 
MORE PLEASURE 


Notice when you smoke one how 
Chesterfields are milder and how dif- 
ferent they taste. That’s due to the 
careful way Chesterfield tobaccos are 


Mild ripe tobaccos 
and pure cigarette paper 
.. that’s why they’re MILDER 
why they TASTE BETTER 
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Cities and Their Airports: 
Plans For Federal Cooperation 


OW may cities and the aviation industry co- 

operate with the Federal and State govern- 
ments in creating a national program of airport 

ing? 

ge will be given to. all concerned, 
through organization representatives, to make pro- 
posals and discuss views at a conference for this 
purpose, to be held at the Department of Commerve 
at Washington, Dec. 6 and 7. That Department, 
of which the Bureau of Air Commerce is a part. 
has invited to this conierence representatives of 
the Air Transport Association of America, the Aero- 
nautical Chamber of Commerce, the National Ad- 
visory Committee for Aeronautics, the National As- 
sociation of State Aviation Officials, the American 
Municipal Association and the Conference of 
Mayors. 

Present also will be representatives of the De- 
partment of Commerce, the Post Office Departmen, 
the War and Navy Departments and the Works 
Progress Administration. All others concerned may 
address communications to the Bureau of Air Com- 
merce, Washington, D. C. 

Representatives of the various interests involved 
will discuss problems of size of airports, how to 
finance and maintain them, safety requirements, 
needed Federal or State legislation and other mat- 
ters. all with a view to formulating a national pro- 
gram to govern airports in the future. | 

Meantime, the Bureau of Air Commerce has found 


it necessary .to license operators of airport control ' 


towers, is studying a variety of other airport con- 
trol problems, and is looking forward to the day, 
jt says, when the actual traffic control at airports 
shall be taken over oy the Federal Government. 

One subject of discussion at the conference will 
be development of the communications system by 
which aircraft is guided in and out of airports as 
well as on the way. 

The Bureau of Air Commerce operates a 24-hour 
system of airway traffic control stations in 19 cities, 
including Chicago, Newark, N. J., Cleveland, Pitts- 
burgh, Detroit, Washington, Los Angeles and Oak- 
land, Cal., with secondary stations in less congested 
areas where continuous service is not required. 


Procedure Set For Cashing 
The Federal Savings Bonds 


‘OW may persons or corporations in need of cash 
obtain immediate payment of. their United 
States savings bonds? 

The Treasury Department has ‘made provision for 
immediate payment by Federal Reserve banks of 
any properly certified United States savings bond, 
registered in the name of either a person or of an 
incorporated or unincorporated body in its own 
right. 

The Government finds that many owners of sav- 
ings bonds are not aware of this provision for quick 
payment of the bonds. The Post Office Depart- 
ment has sent word to postmasters to cooperate 
with owners of bonds by advising all who desire 
payment to forward the bonds to the nearest Fed- 
eral Reserve bank. . 

The bonds ase payable only to the registered 
owner. And the bonds before being forwarded to 
a Federal Reserve bauk must be certified in the 
cwner’s home town by the postmaster, assistant 
postmaster, cashier, or by any head of a bank, as 
provided in the form printed on the bond. 

The bonds also may be immediately paid by the 
Treasury Department at Washington but the Treas- 
ury prefers the payment be handled through the 
Federal Reserve banks. The twelve Federal Re- 
serve banks are in Boston, New York, Philadelphia, 
Cleveland, Richmond, Ind., Atlanta, Chicago, St. 
Louis, Minneapolis, Kansas City, Mo., Dallas, and 
Francisco. 


Federal Marketing Aid 
Afforded Poultry Raisers 


Hew may raisers and processors of turkeys secure 
Government grading of their products? 


The Federai Government maintains a grading 
service and stamps the quality mark on boxes in 
which turkeys are packed or upon the tag attached 
tc each bird. Turkeys so graded and tagged for the 
retail market are classified as “young” or “old”, and 
as “prime” or “choice.” 

“A consumer purchasing a United States graded 
prime turkey,” according to the Department of 
Agriculture,” is pretty sure of getting a well-fleshed 
and well-fattened bird practically free from blem- 
ish. A graded ‘choice turkey” is fairly well-fleshed 
but may show slight defects.” 

“Packers or groups of growers pay for this Fed- 
eral service. 

Ten States—Colorado, Idaho, Montana, Nebraska, 
Nevada, North Dakota, Oregon, Utah, Washington 
and Wyoming—supply the retail market with U. 
S. graded and tagged turkeys, the growers in these 
States belonging to an association whose members 
cannot share in cooperative benefits unless their 
turkeys are inspected, graded, and tagged. 

Government grading also is available in New 
York, Chicago, Boston, Philadelphia, Chicago, Los 
Angeles, San Francisco, Seattle, St. Louis, Wash- 
ington, D. C., and Portland, Oreg. Vermont, Con- 
necticut and other States have State grading serv- 
ice, under rigid supervision of State departments 
of agriculture. 

There is no law requiring processors of poultry 
products to have Federal inspection of their plants 
but poultry inspections service is increasing, as at- 
tested by ordinances of various cities which reauire 
all drawn poultrv shipped to their markets to Sa 
inspected. 


TITLE REGISTERED U. S. PATENT OFFICE 


CONGRESS PONDERS HOW LIFT FARM INCOME 


I 


 eprhadahiah age price-reducing crops on the nation’s farms again have 
thrust the surplus control issue before Congress. 

_ Organized farmers, facing disappointment in the markets after days 

close to the soil like that illustrated above, look more and more to Gov- 

ernment to guarantee them a “stable income.” 

The constitutionality of proposed solutions is being questioned. “I 
hope and believe,” said President Roosevelt, “that the Supreme Court 
will not again deny to farmers the protection which it now accords to 
others.” The sentence reminded legislators of the Court dispute. 


3 


is divided between compulsory and voluntary crop re- 
duction. 

“Cotton Ed” Smith, chairman of the Senate Agriculture Committee 
and an erstwhile opponent of strict regulation, here studies the bill in 
his office preparatory to explaining in debate that an effort was made 
to please both schools of thought. | 

Where two-thirds of those producing any commodity covered favor 
compulsion, he said, then it would be invoked. The commodities af- 
fected would be wheat, corn, cotton, tobacco and rice. 


rangements in which they would be given a voice through county 
committees. 


The legislation provides for compulsory marketing quotas until, 


and unless, a third of the producers object in a referendum. The 


“Senate committee recommended allowance for 2,850,000,000 “visible” 


bushels of corn. House opinion appeared to favor a larger amount. 
When production exceeded the amount stipulated, the Government 
could tax sale of the excess. 


1? THESE leaders in the Agriculture Committee, the House looked 

for guidance in trying to understand the complicated proposals. 
They are, left to right, Representatives Hope, of Kansas, ranking Re- 
publican; Fuller, of Arkansas, head of the cotton sub-committee; and 
Jones, of Texas, Chairman. 

The committee reversed itself to allow compulsion, after deciding 
tentatively on a plan to subsidize voluntary farmer-cooperation. It 
shied off from voting processing taxes to pay the bill. 

Photos—Harris & Ewing, Wide World, Ewing Galloway 


| eipenprcdpreae favored by Secretary Wallace and under consideration 

at the Capitol accord in part with those of the original Agricul- 
tural Adjustment Act, which was invalidated by a six to three decision 
of the Supreme Court. 

Preparatory to explaining his position to the Senate Agriculture 
Committee, Mr. Wallace discusses the problem with Sengtor Norris 
(Ind.), of Nebraska, a sympathetic listener. The Secretary of Agri- 
culture especially favors an “ever-normal granary” plan, whereby 
grains in years of plenty would be stored against years of drought. 


F SECRETARY WALLACE has his way, surplus wheat, cut and 

threshed by “combines” like that shown, will be stored away for use 
when drought has depleted supplies. 

The idea is to fill domestic and foreign demands at fair prices and 
insure so far as possible against violent price fluctuations. Mr. Wal- 
lace argued for its adoption last week at Wichita, Kans., warning that, 
otherwise agriculture may become a “forgotten industry.” The Ad- 
ministration position is that agriculture deserves financial support to 
compensate for tariff advantages given industry. | 


QOUTHERs pressure is largely explained by an estimated produc- 
tion of cotton this year of 5,000,000 bales more than domestic and 

foreign markets are accustomed to take, and resultant price declines. ~ 

The last of the crop recently picked by families like that of the 
pickaninny pictured, who rests atop a basket on the Roosevelt farm 
in Georgia, now is going through the gins. 

Demanding action in time to govern the next crop, legislators from 
below the Mason and Dixon line say the whole national economy is 
dangerously affected by decreased income of cotton producers. 
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OW MUCH the cost will be is guesswork, on the word of Senator 
Smith. Republicans contended it would range up to $1,000,000,000, 
twice the cost of the present “soil conservation subsidy” system. 
Secretary Morgenthau, shown here with Daniel Bell, Director of the 
Budget, advocates smaller farm payments in opposition to Mr. Wallace. 
The President and Mr. Bell labor over the budget several times a 
week, assertedly after a balance. Where the farm bill will leave them 
remains to be seen. 


| 


Do you 


know 
that- 


UEL, shoes, furniture, house furnishings and 
rents will be higher next year, predicts the Bu- 
reau of Agricultural Economics. Meats and many 
other foods, cotton and rayon clothing are the prine 
cipal commodities which are expected to be lower 
in price. 


x * * 


INCE the middle of 1933 retail prices of foods 
and house furnishings have shown sharp in- 
creases, Clothing is considerably higher but rent, 
fuel and light and miscellaneous items and serve 
ices cost about the same. 


x 


ORE than 15,000,000 persons—a total larger than 
the combined populations of Norway, Den- 
mark, and Sweden, during the travel year ended 
Sept. 30 visited the areas administered by the Na- 
tional Park Service. 
x** * 


N ENGLAND the course of business recovery since 
1933 has shown an even upward trend. But in 
this country, points out Colonel Leonard Ayres of 
the Cleveland Trust Company, there have been six 
business recessions in the last four years which 
have interrupted progress toward prosperity. 


* 


7 of minerals produced in Alaska is more 
than 100 times the $7,200,000 the United States 
paid for the Territory when it was bought from 
Russia in 1867. In addition to minerals totaling 
$722,222,000 in value, Alaska has produced a vast 
amount of wealth in the form of salmon, furs and 
other products. 


ONSUMPTION of snuff in this country may have 
fallen in social favor but it is not an abandoned 
habit by any means. The Bureau of Foreign and Do- 
mestic Commerce estimates that the production of 
snuff during the first eight months of this year was 
20,000,000 pounds greater than during comparative 
periods in the horse and buggy days of the ’80s. 
American farm productivity this year, Department 
of Agriculture economists estimate, will come with- 
in 6 per cent of the record year of 1929 although 
none of the major crops established an all time 

high. 

x 


COMBINED index of wholesale prices for Eng- 

land, Canada, Germany,; France, Netherlands, 
Japan, and China which has beén computed by the 
Bureau of Agricultural Economics shows that such 
prices have averaged about a one-fifth rise in those 
countries since June, 1396. Although all the coun- 
tries contributed to the increase, prices in France, 
largely due to currency devaluation and new social 
legislation, rose the most with a total advance of 54 
per cent. At the opposite end of the scale was Ger- 
many where, because of governmental price con- 
trols, there was an increase of only 2 per cent. 


OMEMAKERS average slightly more than 51 
hours a week, a survey of the Bureau of Home 
Economics shows, in performing their household du- 
ties. In farm homes where there are babies the 
average was found to be 73 hours of work a week. 


* 


gprs of furs and electric household appliances 
showed a decline in the third quarter of 1937, 
the first time in three years that such a reduction 
has occurred. Sporting goods, jewelry, luggage. pi- 
anos and furniture—other so-called prosperity 
goods—showed a smaller percentage of sales gain 
than during the first half of the year. 


x * * 
MERICANS spent $497,000,000 last year in for- 
eign travel. This was the largest expenditure 


for travel since 1931 but the total still was $300,- 
000,000 less than in 1929. 


x * * 


ABBITS, skunks, opossums, quail and other 
birds and small animals as well as human be- 
ings are victims of traffic. Reliable estimates indi- 
cate that at least half a million game birds and 
animals, and more than 1,500,000 song birds are 
killed annually by motor cars in the United States. 


x * 


HE “vanishing American,” according to the latest 
figures of the Indian Bureau, appears to be 
Staging a comeback. For the last seven years the 
Indian population in this country has been in- 
creasing at a rate exceeding 1 per cent annually, 
Furthermore, since 1920 the death rate among In- 
dians has been reduced from double that of the 
general population to about 2.2 per cent more per 
thousand than among the general population. 


x * 


ARTY majorities in Congress proportionately al- 
most as large as that now enjoyed by the Dem. 
ocrats were held by the Republicans in 1873, by the 
Democrats in 1893 and 1913 and by the Republicans 
in 1921. However, in one respect the recent Demo- 
cratic dominance has been unique. The 1934 elec- 
tions for Congress were the first mid-term elections 
in 60 years in which the party in control of the 
House of Representatives did not lose some seats, 


x * * 


\ ORE than a billion dollars, estimates the Amere 
ican Road Builders’ Association, will be availe 
able for highway purposes during 1938. 


= 


VERAGE hourly entrance pay for common un- 
Skilled laborers in the United States is about 51 
cents. So reporis the Bureau of Labor Statistics on 
the basis of a nation-wide survey of 20 representa- 
tive industries. 
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SHOULD STATE-LOCAL EMPLOYES 


amounts to $1,612. 


PAY FEDERAL INCOME TAX? 


nessee, Texas, Vermont, West Vir- 


States or with the Federal 
ernment. 

Governor Robert E. Quinn of 
Rhode Island said that when the 
Northern textile mills migrated in 
large numbers to the South in re- 


Gov- 


criticized severely the “Southern at- 


+ cent years they did so because of the 

New York, North Carolina, North | of raw product” and the 

. ‘ ‘ | Speeding the Housing Drive ° Dakota, Ohio, Oregon, Pennsylvania, lower cost of labor and not because 

Exemption Given 2 400 O00 salary a « Federal employee Rhode Island, South Carolina, Ten- of transportation differentials. He 


Persons—Courts Bar Levy 


As far back as 1924, the Federal 
Trade Commission in a report made 
to the Senate on tax-exempt income 
admitted that it was unable to state 


How States, Cities May Aid 


« 


+ thority, resigned that post to attend 


Mr. Straus’ conference. Mr. Abrams 


ginia and Wisconsin. 

These State laws vary greatly and 
it is asserted by students of housing 
that most of them need revision if 


tempt to procure preferential treat- 
ment from the ICC” and the pro- 
posed Congress action to direct the 
ICC set rate bases “clearly designed 


+ how much of a revenue loss resulted | is also counsel to the American Fed- . State and local governments are to Seethane Ga treatment to 
Vi ASG Yay * § e from the exemption of State and | Pioblems o: iocal financing. eration of Housing Authorities which . take full advantage of the provisions aves. 
CW. G) local employes from the Federal in- Survey of slums. Taxes, held its fifth annual conference in of the Act. 


Clash of Federal and State 
powers. Probable revenue 
yield. Judicial rulings. 


OR every person who pays a Fed- 
eral income tax there is one 
other who might be subject to the 
levy if it were not for one fact—his 
or her employer happens to be a 
State or one of its political subdi- 
visions. 
The 1935 Federal income tax har- 
vest came from a little more than 


come tax but believed ‘“‘most of the 


ast named class would probably es- 


cape taxation through the personal 
deduction privileges in any event.” 

Treasury Officials in their tax ex- 
plorations have given evidence that 
they are in agreement with the 
above FTC statement. Just recently 
Under Secretary of the Treasury 
Magill declared: 


“There are about 2,500,000 State 
and local employes, but their aver- 
age compensation is about $1,430, 
over $1,000 less than the exemption 
accorded a married person by the 


rents, building costs. 


HE part that States and cities 
may take in quick stimulation 
of the construction industry, and 
thus give an upturn to industrial 
recovery, was considered in all as- 
pects last week in Washington at a 
conference called by Nathan Straus 
Administrator of the Federal Hous- 
ing Authority. 
Mr. Straus has $526,000,000 to pué 
into housing projects, under the 
Wagner-Steagall Act and he wani:s 


Cleveland the week before. 
Desirous as Administrator Straus 


_is to spur cities to swifter compli- 


ance with the Housing Act’s provi- 
sions, he admitted the difficulty 
many municipal housing authorities 
face in raising the required 10 per 
cent of construction costs. The 
Housing Administration may lend 
up to 90 per cent under the Act. 


TWO DISTINCT AGENCIES 


NEW ENGLAND 


=x* * 
COUNCIL 


T THE annual conference of the 
New England Council in Bos- 
ton, criticism of the Administration 
sponsored flood controll bill, against 
which opposition developed in the 
‘ast session of the Federal Congress, 
became subordinated to criticism of 
‘he Administration’s business pol- 


| icies. 


Distinction should be drawn bea 


tween two federal agencies covering 
“housing. There is the Federal] 


of 


Before adjournment the governors 
the six New England States 
adopted resolutions calling for the 


Federal law. Hence, if they were all | to get going. So do a dozen oF | poysin nistra ti hi repeal of the capital gains tax, the 
Sing Administration, which s"- 
2,000,000 taxable incomes — He subject to Federal income taxation, | more cities represented at the con- | peryises all federally insured mort- ‘8% 0M Undistributed corporate 
4,500,000 returns filed. In ‘a ax | the increased revenue would be, it is | ference. But+there is one great ob- | pases and is an organization en- Profits, and denouncing the pending 
year 1936 there were 5,500, Kel estimated, less than $15,000,000 at | stacle to immediate action, thev reciprocal trade agreement with | 


turns filed and the number of tax- 
able incomes is expected to be pro- 
portionately the same as that for 
the previous year. 


There are at present some 2,400,- , 


000 persons employed by State and 
local governments. Their annual 
ageregate payroll is approximately 
$3.500,000.000. Their average annual 
salary amounts to $1.426. 

Although fiscal experts believe 
that bringing this army of potential 
taxpayers under the Federal income 
tax structure would make little dif- 
ference to the Treasury coffers, it is 
an idea they have toyed with from 
time to time. 


COURTS BAR LEVY 


Although there is no express pro- | 


vision of the Constitution which bars 
the Federal Government from taxing 
employes of States and their in- 
strumentalities there is a long line 
of judicial decisions which has so 


far kept the Federal Government's criminates against them and in | taking second mort- | thorities. The sponsors, he added, seemed to 
fingers from the salaries of this oan wane only at hen ie of that | favor of private citizens or if the | 845€©S-. one - | , ii | 30 STATES HAVE ACTED | have joined hands in favor of a 

eroup of more than 2.000.000 | burden of the tax be palpable and | “little TVA in New England.” | 
persons. tenn ee if another power may direct rather than hypothetic and anne Thirty States to date have en- | The New England compact for | 


It all started back in 1819 when 
Chief Justice Marshall handed down 


his famovs decision in the case of | 


McCulloch v. Maryland. At that 
time the State argued that it had 
the right to tax currency issued by 


a branch of the Bank of the United © 


States. The Court held that: “If 
the States may tax one instrument, 
employed by the Government in the 


execution of its power, they may tax | 


any and every other 


instrument. | 


They may tax the mail; they may | 
.tax the mint; they may tax patent | 


rights; they may tax the payers 
at the custom house; they may tax 
judicial process; they may tax all 
the means employed by the Govern- 
ment, to an excess which would de- 
feat all the ends of Government. 
This was not intended by the Ameri- 
can people. They did not design to 
make their Government dependent 
upon the States.” 


THE SALARY QUESTION 

In 1870 the converse of the above 
situation arose when the Federal 
Government, acting under the pro- 
visions of a Civil War income tax 
act, made tax claims against the 
salary of a Massachusetts judge. 


to 


LOS ANGELES 


THE TAX EXEMPT 
Under Secretary of Treasury Roswell 
Magill points out that even if tax ex- 
empt State and local employes were 
subjected to Federal income taxa- 
tion it would only result in $15,000,000 

additional revenue. 


The Supreme Court in its decision 
(Collector v. Day) held: 

“It is admitted that there is no 
express provision in the Constitu- 
tion that prohibits the general Gov- 
ernment from taxing the means and 
instrumentalities of the State, nor is 
there any prohibiting the States 
from taxing the means and instru- 
mentalities of that Government. In 
both cases the exemption rests upon 
necessary implication and is upheld 
by the great law of self-preserva- 
tion; as any government whose 
means employed in conducting its 


tax them at discretion?” 


WHERE PROHIBITION STOPS 

The Court has, however, given 
close consideration to the question 
of State activities which parallel 
those of private business and which 
in themselves are not of an essen- 
tial governmental character. Thirty- 
seven years ago the Court held, in 
the case of Flint wv. Stone Tracy 
Company: 

“The true distinction is between 
the attempted taxation of those 
operations of the State essential to 
the exectuion of its governmental 
functions, and which the State can 


which are of a private character. 


The former, the United States may 


not interfere with by taxing the 
agencies of the State in carrying out 
its purposes; the latter... are not 


_ removed from the field of legitimate 


Federal taxation.” 


The Joint Congressional Commit- 
tee on Internal Revenue Taxation 
has taken note of the situation by 
recently declaring: 

“It is well settled that the exercise 
of such rights as the establishment 
of a judiciary, the employment of 
persons to administer and execute 
laws, and to provide for police pro- 


of an essential governmental func- 


' also a citizen of the United States. | 


the 1936 rates... .” 


To Mr. Magill, the decision handed 
down by Mr. Justice Roberts, speak- 
ing for the minority in the Brush 
case, was “a sound restatement of 
the constitutional limitations” 
inter-governmental tax immunity. 
Justice Roberts said: 

“It seems t me that reciprocal 
rights and immunities of the na- 
tional and a State government may 
be safeguarded by the observance of 
two limitations upon their respective 
powers of taxation. These are that 
the exactions of the one must not 
discriminate against the means and 
instrumentalities of the other and 
must not directly burden the oper- 
ations of that other. 

“To state these canons otherwise, 
an exaction by either Government 
which hits the means or instru- 
mentalities of the other infringes 
the principle of immunity if it dis- 


remote. Tested by these criteria 
the imposition of the challenged 
tax in the instant case was lawful.” 


THE CITIZEN’S OBLIGATIONS 
Mr. Justice Roberts’ conclusions 
aS applied to the particular case 
were these: | 
“The petitioner is a citizen of New 


of | 


| 


York. By virtué of that status, he is | 


_ He owes allegiance to each Govern- 


ment. He derives income from the 


exercise of his profession. His obli- | 


| gation as a citizen is to contribute 


to the support of the governments 
under whose joint protection he 


do only itself, and those activities | “Yes ®0¢ Pursues his calling. His 


liability to fulfill that obligation to 
the National Government by pay- 
ment of income tax upon his salary 
would be unquestioned were it not 
for the character of his employer.” 

“. ..I think the imposition of a 
tax upon such gain where, as here, 
the tax falls equally upon all em- 
ployed in like occupation ‘(Brush 
was Chief Engineer of New York 
City’s Bureau. of Water Sup- 
ply), and where the supposed bur- 
den of the tax upon State govern- 
ment is indirect, remote, and im- 
ponderable, is not inconsistent with 
the principle of immunity in the 
constitutional relation of State and 


the adoption by the Court of the 


found, and that is the requirement 

that Federal aid depends upon local 

underwriting of any housing project. 

This underwriting is not of un- 

usual proportion, just 10 per cent of 

the cost, but the cities generally 
claim that they are now extended t9 

the utmost 


LEASING PWA PROJECTS 

At the conference subcommittees 
reported on these aspects of the 
housing situation. 

Disposition of some 50 PWA hous- 
ing projects inherited from the In- 
terior Department. 

Mr. Straus hopes to lease as many 
as he can to local authorities. 

How local contributions can be 
had and what may be included in 
construction costs as a basis for Fed- 
eral loans. 

Mr. Straus said study is being 
made on the legality of the Federal 


substandard dwellings. 


Limitations of the Act on con- 
struction costs per room and unit. 
Physical standards of houses to be 
erected under provisions of the Act. 


TAX AND RENTAL PROBLEMS 


Other problems before the Housing | 


Authority are: 

Whether cities should grant com- 
plete tax exemption to projects. 

Whether cities may include value 
of streets or other public lands in 
their share of the project cost. 

How maximums and minimums 
may be fixed on rentals, on incomes 
of eligible tenants, and on building 
standards. . 

What in a given community is the 
average cost of private construc- 
tion. 

Definition of a “room”, because 
with costs limited to $1,000 to $1.250 
a room, it makes a_ difference 
whether a bath room is to be counted 
as a full room or half a room; and 
also the qualification of local au- 
thorities. 

Mr. Straus explained that he 
knew of no local projects awaiting 
presentation that would meet all 
requirements of the Act. He added 
that progress is being made in set- 


| ting up administrative machinery 


and that the Housing Authority may 
be able to make loans before the 


protested Mr. Straus’ decision not to 


accept applications for housing 


tirely separate and apart from the 
United States Housing Authority, the 
administrative agency for the Wap- 
ner-Steagall Act. 


All activities of the Federal Hous- 
ing Administration head up final'y 
in housing which will be paid for by 
individual home owners. The Wag- 
ner-Siteagal' Act on the other hand, 
contemplates large scale housing 
projects which will be publicly 
financed and publicly administered. 

Under the latter law it is pro- 
posed that state and local housing 
authorities, created by state law, 
will be aided by federal funds for 


the eliminstion of slums and the 


erection of low-rent living units. 


No commitments to States have 
been made as yet under the Wagner- 
Steagall Act. The principal reason 
for the delay is asserted to be tho 
muddled status of State legislation 
designed to create local housing au- 


acted housing authority laws: 
bama. Arkansas, Colorado, Connecti- 
cut, Delaware, Florida, Georgia, Illi- 
nois, Indiana, Kentucky, Louisiana, 
Maryland, Massachusetts, Michigan, 
Montana, Nebraska, New Jersey, 


Czechoslovakia as imperiling the 
New England shoe industry. 

In urging these resolutions Gov- 
ernor Charles F. Hurley of Massa- 


, chusetts declared: 


“The activity of political agencies 


in the industrial life of the nations | 
may be justified in a period of eco- | 


nomic stress ...but we must re- 
turn as speedily as possible to the 
conception that government should 
be a balance wheel and not a source 
of power.” 

Governor Wilbur L. Cross of Con- 
necticut warned the Council that if 
the Federal Government was suc- 
cessful in obtaining rights to the 
flood reservoir sites in New England 
“it could just as well step in and di- 


rect the industries of the States.” 
| He said the Administration bill de- 


signed to give such Federal control 


could not be made the basis of any 


Ala- | 


“intelligent flood-control compact.” 


flood control in the Merrimack and 


Connecticut Rivers, was sidetracked | 
at the last session of Congress be- | 
cause of controversy over where | 
_ control of power produced at the | 
' proposed dams should lie—with the | 


The Desire to 
Please People 
Clear EYES active 


in their sockets... 
a deep furrow be- 
tween them, Upper 
LIPcurving up high 
inthe center. Inden- 


tation in CHIN. 


The Ability to 
Please People 
Great breadth be- 
tween EYES. Well- 
defined BROWS, 


A DISTINGUISHED SETTING 
FOR GAY HOLIDAY PARTIES 


ALECTEMPLETON, celebrated entertainer 
at the piano... Mr. Templeton nightly 
presents a new series of his brilliant 
improvisations and amusing mimicry 
... At dinner and supper with the 
beautiful VIENNESE SINGERS... Versatile 
Dorothy FOx, satirist of the dance... 
Superb music by AL DONAHUE and his 
famous orchestra... EDDIE LE BARON’s 
popular tango-rhumba band... 6:30 
until 3 A.M. nightly, except Sun- 
days .. . COCKTAIL LOUNGE open from 
3:30 o'clock ...Call ClIrcle 6-1400. 


ROCKEFELLER CENTER ROOF 


Featuring the return engagement of 


tection are essential Government | nation.” deadline of Jan. 1st which he previ- 
Calmar Line functions and, therefore cannot be “No constitutional amendment,” | ously had set. That pr nado had LIPS pressed firmly ) 
Weekly service trom taxed by the Federal Government, | ynder Secretary Magill believes, | caused a tiff with New York’s Mayor |‘ together. Full lower i 
BALTIMORE ond PHILADELPHIA and that the salary of a State officer | «could be framed to accomplish so | LaGuardia, who the week before lip with slight for- ; 
or employe engaged in the exercise | proad and so desirable a result as | ward thrust. ; 


SAN FRANCISCO rade not subject to Federal | general position which Mr. Justice | loans from cities before Jan. 1 and | 
OAKLAND _ Roberts outlined. As one aspect, | demanded that he cease holding : 
ALAMEDA The Federal Government’s OWN) ¢onsider how much the administra- | “star-gazin eee NE The Fece of DENNIS KING 
RICHMOND t-course subject to the —singing star of footlights and films 
PORTLAND tion of the Federal income tax would Compare the features of yourself and | 
income tax, as are its President and JANUARY DEADLINE ps | 
SEATTLE : be improved, if the Sixteenth your friends with those of a man who has \ \Mraught) 
TACOMA Federal judges appointed since 1932. Amendment were now held to mean Later Charles Abrams, counsel to pleased America’s millions as the star oheurton Mhidey 
Agents YIELD WOULD BE SMALL what it says—to confer the power the New York City mong Aur Babe Vagabond King’’! Are you ; wor Me nap 
SWAYNE & HOYT LTD. But here, again, fiscal experts mini- actually to tax incomes from what- —= the type which knows how to please? 
Pacific Coast Sars. epenaseatete ever source derived.” islation which would broaden the | * 
MOORE & McCORMACE INC. mize the yield derived this led in tl 
ast Coas! source of employment. The em- | REP. COCHRAN’S PLEA The Plaza is th 
ployed personnel of the Federal , ie of the Hovse of Representatives If Ww / . h € *iaZa 1s the unanimous 
Calmar Steamship Corp. Government is approximately 1,147,- you ant to p ease otners choice of those discriminat- 
25 Broadway. New York 000. Its aggregate annual payroll is | made by Representative Cochran soe ih to Ba Seotcies ei Gaemile ing travelers who are satis- 
about $1,800,000,000. The average | (pem.), of Missouri, last April on | which would have subjected sala- and yourself as well get acC- fied with nothing but the 
of the He he ries of members of Congress to the best. You 
could see “no g reason why a roposed levv. d Ww h kK k ous rooms which bi 
Federal official, elected or appointed, | rae / quainte ith a entuc y cheerful welcome pha 
should not be subject to the income | TAX ON CONGRESSMEN ° . | cellent servi a. . 
tax of the State of which he is a | A report of the Commission of In- ‘ Sh B b | | : | Service and tempt~ 
= — legal resident,and...nogoodreason | quiry on Public Service Personnel. S C ral => C Ourbpdon SO ric 1] ing Cuisine... and the Per- 
=— == why the employes of the States and | 4 quasi-public organization, has also ° ? ‘ . rr / sian Room with its superb 
— = the subdivisions of the States should | thrown the spotlight of investiga- h: I] d D b / - Rk hy entertai 
not be subject to Federal income | tion on the possibilities of inter- at S Ca Ou LC. Fody D 
— tax.” | governmental taxation. Its survey Muchin an 
= All TJhat Bost == At that time he introduced the | of salaries and wages paid public hey chestra and Paul Draper. 
— —— following joint resolution proposing | employes revealed the fact tha. : = Kentucky distillers the good old Kentucky way, Facing Central Park, the 
= = a constitutional amendment: _ taken as a whole, public employes we Ask for it at your favorite tavern. Plaza is ideally lo 
== ated, 
= In SERVICE-CUISINE == “The Congress of the United are not a highly paid grovp. | SCHE | Subway Pores wea a 
= ae States shall have power to lay | “Their estimated average income 5 | 
= ATMOSPHERE ‘APPOINTMENTS = and collect taxes on income derived | per capita for 1932 was $1,448, em- ; ___ 9th Ave. buses pass the door. 
—— == by any person 4s fees or salaries ployes of the Federal Government Henry A. Rost, President and Managing Director 
— o — paid by any State or political sub- | receiving an average of $1,897, State 
= 4 divisions or instrumentality there- | and county employes $1,373, city em- Dh. Mork 
= THE BILTMORE = |, of, and the legislature of each State | Ployes $1,511, and those in public 
— — shall have power to lay and collect | education $1,400. The extremely FIFTH AVENUE 
—= David B. Mulligan, President ==5 taxes on income derived by its resi- | high salaries sometimes paid in AT FIFTY-NINTH STREET 
— MADISON AVENUE AT 43RD STREET, NEW YORK — dents as fees or salaries paid by the | Private employment are not found | S oo 
= Adjoining Grand Central — United States or any instrumental- | in the public service. , Ke 4. gry | 
—_= | —— ity thereof... .” “There were only 24 salaries of 
— = Just what the temper of Congress | Over $15,000 in the Federal service KENTUCKY STRAIGHT BOURBON WHISKEY 
might be on any such proposed leg- [Continuea on Page 13.) ~ 
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TITLE REGISTERED U. S. PATENT OFFICE 


Ih of Wi WHAT IMPETUS CAN THE “HEAVY” INDUSTRIES , 
Ques @ WEER: pROviIDE IN A REVIVAL OF BETTER BUSINESS? 


. + these improvements would have been +! We h M + to labor and material. Of the money + . : 
Allis-Chalmers completed by now, or at least well | : TS ; Lusnman otor we spend, approximately 50 per cent Cummins Engine Co. 
under way, and would have been present business recession in industry causes widespread W k goes to labor and 50 per cent to ma- Of Columbus. Ind.. Th h 
Manufacturing Co., paid for out of earnings. speculation as to its cause and as to its remedy. Does the |_ OrkKsS terials we buy. In tracing the ma- imbus, Ind., Throug : 
As it is. we are forced to stand trouble lie with the stagnation of the durable goods industries, | Lincoln, Nebr., Through its terials back, we find that proportion Its president, J. |. Miller % 
Of Milwaukee, Through Otto H. till, mark time, as it were, the only | such as construction and machinery? That is the Question of |), holds true in the various steps back ; 
Falk, Chairman of the Board, alternative being to increase ous the Week. to the raw materials. Considering . 
answers: capital stock structure through the To secure a nation-wide appraisal of this question The United answers: the meager “prone that we and all 7 ge to a variety of 
sale, if possible, of more stock, States News addressed heads of industries in the durable goods i HARDLY know how to answer our sources of supply make, we must ets. Let us take the truck- 


N the industrial market served by which is deemed, by the manage- production field for an expression of opinion particularly in re- | your letter of Nov. 13, because your conclude that on $100 sales, at least “ business first. While there have 
Allis-Chalmers Manufacturing | ment, contrary to the best policies. ply to these three questions: | Sent Gheetion yelies. to te “hades $80 goes to labor, $5 goes to capital, een an astounding number of new 
Company, there are several definite | Therefore’ we will get along wiih and $15 goes to taxes. Of the $5 that | trucKs purchased during the last 


shortages which if properly filled | what we have. What shortages are there in the industrial markets | a market”. sop know just | soes to capital, we are able to re- | 12 months, in our opinion truck 
would result in increased business Undoubtedly there are hundreds which the filling of which would aid busi- | hich ] ] ANE We | 
that would undoubtedly have a | of other concerns faced with a sim- ness revival? ___ We make engines which largely 80 | jieve the other steps in the line, re- | session of an excessive amount of 


in the agricultural field, although 


marked effect in aiding a business | jjar situation. Could you indicate, approximately, the proportion of | ante 6 toe ane nd on te Ge tain about the same amount. obsolete and uneconomical equip- 
revival. Conspicuous among these money that would go to labor and to materials if such int te. The gremtect retarding influence | engines is 
are the public utilities and railroads. | a a eee we Y | to our present expansion, in a busi- | Motor trucks is increasing at a very 


| shortages could be filled? | inni . 
In the case of public utilties, power S are beginning to use a large num 


| ber of them down in the oil fields. fraction of trucks in the United 
requirements have been constantly What industrial stimulus would result in industries from ! this expansion, is the government- Sa 
increasing. This has been due to the The Morse Twist which you buy raw or finished products? oe ee ee ee | See antagonism to business. We | States are so powered. At the present 


a- | of our output goes into the agricul- | time, there seems to be an unlimited 
Drill & Machine Co. | Answers received in reply to this questionnaire are presented _ tural field. If we should have the 
nies from business, and the further ] | 


wn | herewith | ; in a the notitical sible on us. Our own government, | field for this type of power in the 

multiplied uses found for electricity Of New Bedford, Mass., Through proper incentive irom wwe pontica! | in the form of the Wagner Labor Re- | truck and bus business. 
in household and other fields. Its President, W. T. Read, vane ___|, bodies, we would expand our plant | jations act, the possibility of the Resistance to the diesel engine 
While the public utilties have met answers: ae ae aa ae ae, Black-Connery Act, the Robinson- | has been largely broken down, for 
this demand for increased power to ° would in their turn also benefit, as | limestone, fire brick, fire clay, man- y qu’P- | Patman Act, on through the fields | it is no longer new and experi- 


some extent, there is undoubtedly a N RESPONSE to your letter, I 


65 per cent of our product repre- | ganese, and innumerable other ment. As you know, the implement 
great shortage which should be sup- can’t help but feel that the ques- 


; t ind t devths of excessive taxation, the capital | mental, but it is relatively expensive, 
sents material. The ultimate bene- | products. industry reac very great dep 


stock tax, normal income tax, excess ; and this has held back its wider 


plied both in extensions and im- | tions you ask answered constitute a | fit to labor in our own plant, as We now have a story of two mil- aan San ek ae Rate - boy profits tax, undistributed profits tax, | acceptance, and its sale has not yet 
proved facilities in order to place | large order, and at least it seems to | well as in our vendors’ plants, would lion tons of finished product and But Aa unplement industry poh — and then our own individual income | been aggressively pushed by eny of 
the utilities in a position to prop- | me can only be answered in a very | be at once apparent. nine million tons of raw materials. to capacity for another three years tax, has put ‘burdens on us until | the major truck builders. 

erly meet the existing situation, to | general way. | It is an accepted fact that in nor- This picture goes a little further and to take care of this farm shortage there is no profit. However, I should say that its use 
say nothing of increased future re- There is undoubtedly existing a tre-. mal’ iimes over half the total of gives the railroads approximately ° We could go on through this to | is increasing as rapidly as the 


It would be impossible to separate 


quirements. By far the greater por- | mendous shortage in many fields of | factory workers are lisited in the | Cleven million tons of revenue restrictive laws made by respective | manufacturers have been able to 


tion of the cost for such machinery | endeavor in the way of new machin- | durable goods industry. According freight to handle. In other words, te 

would go to labor and materials. ery and equipment, which would re- | to reliable statistics the percentage we could conservatively estimate ; change of goods. We could go into The comments that I have made 
The situation of the railroads is | ceive favorable consideration were | dropped to about 30 per cent during | ‘at 90 per cent of the eleven mil- the export field, with prohibitive | on the truck market. apply to a 


generally known. There can be little | it not for the tax burden and regu- | the worst of the depression and has lion tons talked about above is | Of 4 Small toll system, is the answer | quotas set up. by foreign countries, 


handled by the railroad to combat the present recession in | jn retaliation for our foreign tariffs 
question that most of the railroads | lations placed upon business, which | peen slowly working upward since y the railroads and not by a , 


Certainly the owners of commercial 


are in urgent need of additional | means that fear of the future keeps | that time. trucking operations. With the in- business. and because of unsound economic | poats in the United States have 
; In 1932 I wrot ticle for th ici 
equipment to place their properties | a great deal of this money from ; crease of eleven million tons of rev- Wwrome an ariicle for te | and governmental policies all over | equipment that is anything but ef- 
P me hs With the stimulation and full re- , Iron Age along the same line, bring- , 
in proper operating condition for | being spent. covery of the capital goods industry enue freight to the railroad com- | * i. 2 Page the world. ficient and up to date, and here 
adequate service and to meet the de- We ten panies their earnings naturally in- th e that our two in- We are continually faced with the | again there is an immense field for 
mand for modern and improved | distributed income has frozen some period Of business prosperity ae ae in years gone by rail- ebsragpal eon gg Hoag i aetain: of labor difficulties, class | the use of diesel engines. 
transportation facilities. of this expenditure. As to the roads consumed approximately 20 atred and agitation stirred up. The same is true of the oil indus- 

As in the case of public utilities, | amount that would go to labor and per cent to 25 per cent of the steel | PUSiness, were lying dormant, and We are faced daily with the neces- try, in drilling and pumping of 
the furnishing of this equipment | materials, this of course would vary output of this country. Their in- rong ho se Jo pee Pegi . do sity of making unlimited reports for | eis and in pipe line pumping, al- 
would result in by far the greater with different industries, but it Di amon 4 Chain & creased revenue allows them to go - tin ie 4 wallow along | various public bodies. We know though, in this latter lot, diesel en- 
part of these expenditures going for | seems to.me it would very nearly | into the market for the purchase of ums. | that we daily violate innumerable gines are pretty thoroughly estab- 
materials and labor. If such a pro- | approximate a 50-50 percentage, not | M f t . # new equipment, such as rails, cars, The real answer to what steel | laws. 
gram could be carried through, it | taking into consideration that much | anutacturing O. track fittings, spikes and innumer- | 44 railroads can do toward pros- Finally, if we get through all of — ital tennis finds 
would undoubtedly be a great stimu- | labor has been expended in the | Of Indianapolis, Through its able other commodities, which helps perity in this country is written in | that, we are faced with an inher- | . The —s - aaa Pesce ne 
lant to a business revival. _ mining or preparation and trans- | president Guy A. Wainright employ labor all along the line and | the increased production in 1935, | itance tax which prevents us from | itself possessed of a oe ae ye poss “ 

Unfortunately, the railroad situa- . portation of raw material. | ; , ‘ reflects in other industries. 1936 and so far in 1937 and I trust even leaving something for the sup- bonete pega “es d pistes aa 
tion is so serious that may difficult In connection with your inquiry, |AaNSwers: I believe that with the traffic con- | ‘at you could have Mr. Ickes give | port of those we leave behind us. of gata ay so road locomoti 
and important problems exist. AN | 7 can’t help but recall a sign on a E CAN not reply directly to your ditions we now have in practically | YOu the exact figures as to the After ‘thinking all these things | "®@S DO Comment. 
increase in rates seems imperative | pyilding in Plymouth by the old ‘auiry. Our product. (roller | 2 Of our larger cities that a pro- amount of steel tonnage that has | over, I really believe it isn’t worth We are inclined to feel that the 
if the railroads can hope to meet | praveyard where the Pilgrim Fa- anaes ee ie Tie oy power) | 82m of elevated highways, similar | D€€M Consumed in WPA and PWA | while, and I am not making the | “dieselizing” of industrial plants in 
the additional expenses of operation. | thers landed, reading as follows: does not constitute an independent | ‘2 the Triborough Bridge in New | projects, and you will have an an- | plans for expansion that I should | this country has only begun and 
The ultimate solution requires much “Site of one of the houses built in = “ plage om acon tina - York, that could be financed with | SWer that will astound some of the | make and which would put many | that there is an immense future for 
study and effective action ifa prac- | 1621. The Pulsrims found that reel eee he wp Phen Recep en the help of the Government and | so-called economists of this coun- | hundreds of men to work, even in a | the engine here, too. 
worked out. houses were built much more quickly Ss, a 
— — tess hg that th as private property than as common. no statistical data on potential de- which could be repaid by some sort | 'Y business as small as this one. _ As to your second question, | it 

t is undoubtedly true tha © This lot was assigned to Francis q = : - would be almost impossible to give 
uncertainties as to the attitude of Cooke.” man , , ; the proportion of money that’ would 
Government toward both the rail- The idea behind this is still sound, We do know that whenever new . 7 » go to labor and to materials, if these 
roads and public utilities have much | and it seems to me that nothing | Machinery of any size or kind is pur- e iT] es a Nn eC | r e ie ro ems shortages should be filled, for, after 
to do with the existing difficulties, | could be a greater stimulus to busi- | chased, a market for roller chains is ' all, the money would all go to labor 
and there is a disposition in many | ness than recognition of these prin- | created and when other durable I EE RE TS REN PN MCE ; eventually, for the money paid for 
cases to delay purchases until some | ciples by the present administra- | goods factories are busy, we are employment in recent 

inti , or ayne, ind. + weeks. Prospects are not encour- | Materials themselves is nothing bu 
of the uncertainties are removed. | tion. ' busy, and when we are busy we buy , | 0 - d | : a payment for labor. 

Additiona! financing is required to . steel, mill supplies and production Through its Community Chest, | secure @ nation wide an- ||| aging. = The filling of these shortages in 
provide the capital for such pur- machinery. Harry W. Baals, Director | swer to what, if any, || _ I our opinion the percentage of lier se Pig past 
chases in most cases which, under : ° There are cther industsien bib ' | changes should be made in fed- || ‘t#! municipal relief costs which | the industrial market would almost 

4 Industrial Brownhoist | 6 || should be contributed by the city | certainly mean business revival, be- 
existing conditions, is often difficull, ours whose pay rolls and purchases | @NSWeCPS: i te tal y y 
if not impossible, to obtain. The ; a were gsaind a eral relief policies the United ||| woulg depend upon who is to dic- | cause, in all these cases, the use of 

P Pee eae Corporation are carried up on a rising tide of (By Telegraph) | States News submitted to the ||| tate relief policy. If the policy is | diesel engines’ means considerable 
removal of many of the existing un- active capital investment, and while ELIEF situation in Fort Wayne f th savings in operating costs, which 
certainties would have a distinctly Bay City, Mich., Through Its Pres- tabulations of capital goods demand is definitely better than year ago. | S major Cities be by long distance sooner or passed on to. 
helpful effect on the entire situa- ident, Melvin Patterson always omit the figures of such sat- | Families on WPA decreased 44 per || these questions: | thority, the city should certainly 
tion llite industries, their total effect cent between October, 1936, and || | pay a smaller proportion thereof. | Consumers in lower selling prices, 

| Upon the other hand if the locali- | Which, in themselves, are a stimulus 

In the agricultural implement | aNSWeFs: national prosperity is certainly con- | October, 1937, or from 2,470 families || Is the relief question in ine of , lated and ad. | to-volume ' 
field, there is undoubtedly a great S manufacturers of locomotive | siderable. to 1,360 families. Direct relief here your city better or | 
shortage, so far as tractors and farm eee | decreased 18 per cent during the h . | ministered their relief policies, our The diesel engine business up to 

cranes, ore handling machinery, +1: worse than a year ago! ‘| Opinion is now just what it w: the present time has been incon- 
machinery are concerned. Sustained tae period or from 647 families to 529. p J as ny 
railroad and heavy material han ‘| four years ago—which is that siderable in its relation to the total 
earnings power on the part of the ; , : Much of the decrease in WPA is due Has there been any whole- ) 8 Ss that a | s 
: dling equipment we know that there merican ‘| much smaller relief cost would h industry of our country. However 
farmer is necessary if this shortage | i, 4 preat potential market waiting to employment in private industry. sale diminution of re- sma WOU HAVE | 
is to be gradually diminished. In ) ~ |Manaanese Steel Co., | Relief under the Social Security Act ; resulted, in which case the local | 1t draws for its requirements upon 
; to be supplied whenever the man g ? | lief needs in your city units might well have contributed | practically all of the great industries 
the case of farm equipment, as in | .oament ef industri h ae. j for Fort Wayne has increased. A | | , I ght ntribu 
, | agement ef industries, such as ra Chicago, Through its President me moi ae as a result of industrial = the larger proportion. of the country now, and the gross 
the other machinery mentioned, the roads, utilities, steel mills and the 89, ’ portion of the drop in direct relief | r | € thi id d 
great portion of the money expended 0 ee Wm. E. Crocombe, and WPA is due to Social Security | employment: || As to changes in the national re- | Of this new business would unde- 
construction industry feel that they | ll seat wa ger niably mean a. great deal to its 
goes to wages and the purchase ot assistance for dependent children, | policy, OUF view IS Set 
. can safely invest in capital goods. | qQnswers: ' What percentage of total (|| ty t ab H t | suppliers. 
materials involved in the produc- ° the blind, and the aged. Increases bse ; | € answer next above. mowever, a 
tion of this class of machinery. There can be no question but that N my opinion there is one basic | for the period in Social Security re- municipal relief costs | this late date the difficulty of work- In general, it would seem to me 
there are wun great uniiled ton- industry in the United States and | lief are dependent children from 175 do you feel the city ing out with harmony such a change that business at the present time is 
nages of curable goods resulting that is the steel industry. In my | to 831: old age cases from 740 to 1,- should contribute? | is apparent. It is much like “lock- both better and worse than we think. 
M th from the depression period. Depre- | 9. years’ experience the country has | 140; blind cases from 35 to 53. : _| ing the door after the horse has It is my belief that the actual retail 
amnews ciation and obsolescence have taken always been prosperous when the Relief reduction in the last year | What changes would you | gone.” sales of the products of heavy in- 
Conveyer Co. their toll. ‘Barly this year we had steel mills are operating at 70 per | has not been on wholesale basis || recommend in the na- | dustries have not fallen off to any 
. numerous inquiries from the greet | cent of their normal capacity, or | here. Relief problem is such that |, tional relief policy as a ) great extent during this last quarter. 
Ellwood City, Pa., Through railway aystems sor — products, all better. local governmental bodies can pay | result of your city’s re- | Amarillo Texas Aa —— a a 
Its President, F. E. Moore, a part of the rehabilitation program To my way of thinking the present | OMly 20 to 25 per cent of the costs. tae Shenae? | = considerable change in the psychol- 
then contemplated but later deferred | | | y: Through its Mayor, ogy of those engaged in manufac- 
answers: or suspended until income from in- cone ; | | R R turing the products of heavy indus- 
mystery. Anyone who has traveled | | A f oss D. ogers, 
DIRECT answer to your ques- | creased freight rates equalled at extensively and who has seen the | | nswers rom many co les try, because, during the first six 
tions would require that we pos- least what new wage increases ate enormous amount of steel tonnage New Orleans | were presented in the issues | answers: months of this year, we faced what 
sess definite data concerning pay | Costing nase railroad companies. | consumed in the following projects | ee ne Khana | of Nov. 15th and Nov, 22d. | HILE the present relief situation rag be an ever prea 9 
rolls, amounts produced and pro- | hi hE ae ~ al readily find the answer for the | ) $ heal Other answers received since | in the City of Amarillo is not mand for our goods on one hand, 
duction costs for the industrial mar- , ness as merely a recession in our tapering off of steel production: | Robert S. Maestri, ‘+ and, upon the other, a warning 


|| altogether cured, it is most assured] 
kets. We do not possess such data, | struggle to emerge from the old de- are presented herewith. | : . 


se | pression. Whil mplete recover || 
. . ite “We ‘0j- a city or area, there has not been an 
part. lines of durable goods: manufactur- | Y°"X, Metropolitan waterway proj RESENT case load 7,184, against d f 


from our suppliers that we must 
stock heavily now for deliveries later 
on in the year would be very hard 
to get. | 


Oakland Bay bridge, Golden Gate QqQnswers: 


s les. wholesale diminution of relief needs 

It occurs to me that I can best | ing, it has not been true of the crane sora egy OR pale 0,322 for same month last year; L nchburg Va ne eee city due to its industrial re=|, The result has been that heavy 
answer your questions collectively by | industry. oe gee mega mg nn rare | but there is a general reduction in y , . employment industry, upon entering the second 
iti n sj | 'riter’s ini he 2 > . the relief load due to WPA “reduc- i i eo uarter, f itself in possession 
citing our own situation. We needa | In the writer's opinion, the one | ;, the City of Chicago required (ac- Through its City Manager, The conditions as they are now, it q ound itself in po 


new modernly equipped structural | thing most necessary to create jobs 


tion.” There are 15,000 on WPA R. W. B. Hart 
shop, and new quarters for our en- | and purchasing power is the renewed 


x om of an inventory larger than was 
cording to a recent newspaper al- | this year, as against 22,000 last year. is my opinion that a city should con- one 


ticl 38000 tons of steel necessary to handle even the peak 

gineering department. We possess | flow of financing of corporate en- econ fl ese ons OF Sree’ | While we still have a large number | QANSWeFs: © approximately 9 per cent Of | business of 1937. for the size of that 

the sit Its in tl more steel than would be required | of pending applications, they are the total municipal relief costs. In inventory had been determined by 
e site a 1c plans and specifica- erprises which results in the pur- | j) three fairly good-sized skyscrap- ’ NSWERING your questions ia | this connection, under the State 


hot as many as last year. However, 


ee eae pb che about a paced chasing of Gurable goods. If ime ers. The above projects, together | applications have increased mater- order in which they are asked: | laws of Texas, cities in this State | ine meee os 

rae osetia eg funds lst Into aon, teil with the large amount of steel that | jajly in the last three weeks The relief situation in Lynchburg | can not participate directly in mu- When this demand did not ma- 
| Ing activilles were available fo ti as of Nov. 1, in point of direct re- icip: 
000. linia: at death anak abel was used in connection with the Most of WPA layoffs of 7,000 have p nicipal relief costs. However, we terialize, heavy industry found itself 


7 numerous buildings for the slum- , lief as well as work relief, shows an | have participated in a great m 
These proposed additions wou'd | corporate financing it would come been absorbed in agriculture, 


| 7 clearance projects amounted to mil- | ; improvement over a year ago. There | ways in the Federal relief program 
require new machinery of the latest | very near to solving the unemploy- though quite a few have been taken Pap 


in possession of inventories far in 


lions of tons of steel are less persons on direct relief and | during th t 3 and a half excess of their current requirements, 
ONS steel, in as res sons g the pas and a ha ears raali 
types, and would increase the num- | ment problem. In connection with this steel ton- less persons on the work-relief rolls, | and, as a of fact, 
ber of our employees by about 20 to | The benefits of such a program | nape, little is ever said about the Ratiaies municipality should not | the largest decrease being in work | ticipation would probably total more until their sothcn/ipaoa had iio 
soll aliens . | Would be easily reflected in our busi- | amount of raw materials that are | have to contribute more than 30 per | relief. than 25 per cent. scaled down to a size commensurate 
A breakdown of the improvements | ness which, from a low of 15 per used to produce one ton of finished cent of all relief costs. City con- There has not been what we would Personaliy, I think the present na- ‘ith tl ter dest d y d 
referred to above would be roughly | cent operation during the bottom | steel products. The average weight | + _ ew : Win tne more modes, Cemandc-— 


tributing 30 per cent of relief costs | term a wholesale diminution of re- | tional relief policy is sound; un- 


| 
as follows: | of the depression, has still a long | of raw materials going into the pro- | jn security categories: all in other | lief needs: by reason of industrial | questionably there has been great 


and so, while actual shipments of 


| the products of heavy industry seem 

way reach capacity duction of one ton of finished steel | relief eroups. reemployment. Direct relief, show- | improvement in the national policy | to continuing a only 
Operation of approximately six mil- is approximately 42 tons. Assum- | ‘cipa- | ing a little reduction in expense and 

labor; $40,000 new machinery. | lion dollars annually. Recommend Federal particles park peer slightly less than that early in the 


a ti aiek dal Alek hiieh die as te _ ing that the foregoing projects con- | tion in all relief costs; in relief to | @ larger percentage reduction in | About the only suggestion that I 
nse Nensinikienes : os = % We i Our sources of supply for steel | sumed at least two million tons of | transients and modification of WPA | numbers, is beginning to increase | would make for improvement would 
i & by the present con- | bars, plates, shapes, heavy castings, | finished steel, we have the handling | work program to include provision | since Nov. 1. Work relief also shows | be more localization on the distri- 


fiscatory taxes as they apply to net | electrical cquipment, power units, | of nine million tons of raw mate- | for the partially handicapped and | a tendency to increase by reason of | bution of Federal and State relief 
earnings, and undistributed surplus, etce.—all capital goods industries— ‘ rials, such as iron ore, coal, coke, | for retraining of adults, j the very considerable iet-down in j Procedure. 


year,*these industries are doing prac- 
tically no buying whatsoever from 
theif suppliers and will not do so un- 
til their large reserve stocks are 
used up. 


+ 
| 
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In the plant of the United States News showing one of 
the big presses. The conveyors in the foreground con- — 
tinuously take the copies from the presses to the mailing 


department. 


for the Year Ahead! 


As THE present rate of growth, the net 
paid circulation of The United States News 
for 1938 will be in excess of 85,000. 


As is shown by the above Pictogram, 
the net paid circulation of this publication 
approached the 80,000-mark September 
30, 1937. (AIL figures are from Audit 


Bureau of statenients). 


Thus, for the year between September, 
1935, and September, 1936, circulation 
went from 44,078 to 58,614, a gain of 
14,536. Between September, 1936. and 
September, 1937, it went up from 58,614 
to 79,580, «a gain of 20,966. | 


From the beginning, The United States 
News has grown steadily in circulation. 
No sudden spurts, no flurries or fluctua- 
tions—just a sound climb—and at an 
accelerated rate. 


With the substantial growth in reader- 
ship of The United States News, the adver- 
tising rate of this publication has advanced 
from time to time. But the advertisers have 
always had the benefit of a rising market. 
And they’ve always enjoyed a bonus. 


For instance. the current advertising 
rate of The United States News is based on 
a net paid circulation of 65,000. But the 
publication is delivering every week more 


than 75,000. 


The United States 


2201 M Street N. W. 


When the new advertising rate, which 
hecomes effective January 1, 1938, was 
first announced, it was based on a guaran- 
teed net paid circulation of 80,000. 


‘There is no question now but that 
85,000 net paid circulation for the year 
1938 is certain. Hence, the new rate— 
while remaining the same as was an- 
nounced last February—will enjoy a guar- 
antee of 85,000 net paid instead of 80,- 
000! 


In addition, it looks now as though ad- 
vertisers will receive a further circulation 
bonus—the circulation trend being what it 
is—but it is too early to say just how much 
that bonus will be. 


IT IS generally recognized that the cir- 
culation of The United States News repre- 
sents one of the highest type audiences of 
men and women ever brought together by 
a publication. There are a number of 
reasons why this should be true. 


In the first place, The United States News 
is devoted entirely to news and interpreta- 
tion of national affairs. This is a highly 
important subject, but it is one in which 
only intelligent, thinking people are in- 
terested—interested enough, that is, to keep 
thoroughly informed on it, to follow it 
closely, to go to the very bottom of it. 


Moreover, no forcing methods are used 
to secure circulation for The United States 
News. No premiums, no clubbing offers, 
no canvassers are employed, 


Subscribers to The United States News 
have said in substance, “‘There is a publi- 
cation | want. [ must have the information 
it contains and it is the only publication 
which gives me the complete picture of the 
current governmental scene quickly, ac- 
curately, and all in one place.” 


EACH WEEK. The United States News 
presents, in the briefest possible form, the 
essential news-facts of important nations 
action, 


At the same time, it makes clear to its 
readers the relationship of new develop- 
ments to past developments. It presents a 
connected story of history in the making— 
with the necessary background and _per- 
spective. Whenever possible, it indicates 
what is likely to happen in the future. 


THE UNITED STATES NEWS has 
vrown steadily, has attracted substantial, 
thinking people. It will continue to do so, 
because it fills a need of the times! 


If you are an advertiser, write 
for the book which shows 
the industrial coverage of The 
United States News. 


Washington, D. C. 
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—Underwood & Underwood 


NEW TREASURY AIDE 


Edward H. Foley, Jr., leaves his post as PWA 
General Counsel for the Treasury Department, 
‘ where he will act as Assistant General Counsel. 


Business Regulation 


RECOMMENDED commercial standard for wool 

and part-wool fabrics, accepted by what the 
Bureau of Standards regards as a satisfactory ma- 
jority of manufacturers, distributors and users, will 
be effective in the industry as a basis for describing 
and labeling new production from Jan. 1, 1938, and 
for clearance of existing retailer stocks from Jan. 
1, 1929. Copies may be obtained from the Bureau 
at Washington: Source: Bureau of Standards, 
Nov. 20. 

x * 


Unfair disparagement of the products of com- 
petitors is banned in a complaint served by the 
Federal Trade Commission on a manufacturer of 
steel cooking utensils. The complaint says it is 
false and misleading for a manufacturer to repre- 
sent that eating food cooked and kept in aluminum 
utensils will cause disease; that foods so prepared 
are detrimental to health: and that preparation of 
food in aluminum utensils would cause formation 
of poisons. Source: FTC, Nov. 25. 

x * * 


A company making a pellet for use in internal 
combustion engines is prohibited from representing 
in radio or other advertising that use of the prod- 
uci will restore compression, rejuvenate sluggisn 
motors, seal leaky and pitted valves and reseat 
them, restore efficiency to ill-conditioned engines, 
Save oil and gas consumption or increase power, 
speed or mileage of engines. Source: FTC, Nov. 24. 


Simplified practice recommendations for the as- 
bestos paper and millboard industry and the ad- 
hesive plaster industry, having been accepted by 
the required number in the industries, effective 
Dec. 15, are obtainable from the Bureau of Stand- 
ard!, Washington, D. C. 

@ 


A simplified practice for manufacturers of cans 
for fruits and vegetables, including 21 stock sizes 
for use in packing these products, which became 
effective Sept. 1 as a recommendation to the in- 
dustry, is available from the Superintendent of 
Documents, Government Printing Office. Source: 
Bureau of Standards, Nov. 24. 


* * 


An individual selling charms, dream books and 
other articles of mysticism, including horoscopes, 
has agreed to discontinue such representations as 
to his products, because false and misleading. 
Source: FTC. Nov. 26. 


—. 


Taxes 


Income Taxes 


HE franchise tax imposed under Chapter 100, 

Tennessee Public Acts of 1937, accrued on July 
1, 1937, and is not deductible for Federal income tax 
purposes for the calendar year 1936 even though 
the taxpayer employs the accrual method of ac- 
counting. Source: Internal Revenue . Bureau, 
Nov. 22. 

x * * 


The Canadian 1 per cent net premium tax im- 
posed under the Canadian Special War Revenue Act 
of 1915 is a business privilege or franchise tax. 
rather than an income tax and is not allowable as 
credit under Section 131 of the Revenue Acts of 
1932 and 1934 as an “income tax paid or accrued 
during the taxable year to any foreign country.” 
Such tax is, however, an allowable deduction under 
Section 23 (c) of the Revenue Acts of 1932 and 1934. 
Source: Internal Revenue Bureau, Nov. 15. 

x* * * 


An agreement in writing, between a husband and 
wife residing in the State of Washington, providing 
that all presently-owned property and all property 
to be acquired thereafter, real and personal, sha. 
be community property, changes the status of sub- 
Sequently-acquired separate property to community 
property. If such an agreement is made Orally, it 
changes the status of subsequently-acquired per- 
sonal property to community property, but the 
Status of separate real property in Washington can 
be changed to community property only by propec 
agreement of conveyance signed and acknowledged. 
Source: Internal Revenue Bureau, Nov. 15. 

x * * 


Nonresident alien individuals and foreign corpora- 
tions not engaged in trade or business within the 
United States and not having an office or place of 
business therein are not liable for Federal income 
tax in connection with hedging transactions in the 
United States. Such exemption does not extend to 
nonresident alien individuals and foreign corpora- 
tions engaged in trade or business within the United 


States or having an office or place of business jn ° 


this country. Source: 


Internal Revenue Bureau, 
Nov. 8. 


x *& 


Corporation Taxes 


 epreoigivegs paid by a corporation upon redemp- 
tion of its outstanding preferred stock do not 
constitute a deductible loss, where the obligation 


TITLE REG. APPLD FOR, U. S. PATENT OFFICE, 


ESSENTIAL INFORMATION OF NATIONAL INTEREST; 
LATEST NEWS OF GOVERNMENT ACTION 


‘Was dependent upon the accumulation of profits 
and where there is no provision that the preferred 
shareholders could unconditionally demand a fixed 
sum at some period set in advance. In the ab- 
sence of such a provision the security can not bea 
debt. Source: United States Circuit Court of Ap- 
peals for the Second Circuit. 


Transportation 


Motor Carriers 


HE Interstate Commerce Commission orders an 
investigation to enable it to report to Congress 

on need for Federal regulation of sizes and weight of 
motor vehicles “and combinations of. motor ve- 
hicles” used by common and contract carriers in 
transporting passengers and by common contract, 
and private, carriers in transport of property in in- 
terstate and foreign commerce. It also is to enable 
the Commission to prescribe reasonable require- 
ments insofar as sizes and weights affect safety of 


operation. Hearing will be announced later. 
Source: ICC. 

x * 

Shipping 


EMPORARY agreements with managing agents of 


the Government-owned steamship lines, for op- 
eration of lines until conditions appear more favor- 
able for private charter, have been extended six 


to northern and eastern points, were denied by the 
ICC Nov. 20. 
x * * 
Test shipments of fruit and vegetables in non- 
standard containers must be accepted at basic 
rates by rail carriers that handle Pacific coast per- 


ishables. The order is issued as a result of com- 
plaints brought by shippers. Source: ICC, Nov. 24. 
x 


A modified plan for reorganization of the St. Louis 
& San Francisco Railway Company, under section 
77, of the Federal Bankruptcy Act, was filed with 
the ICC Nov. 24. 


Social Security 


ERVICES performed in connection with the 
packing of “iceberg” lettuce by an employe of 
the owner or tenant of the farm on which the let- 
tuce is produced constitute “agricultural labor” 
within the meaning of both the unemployment in- 
surance and old-age benefits provisions of the So- 
cial Security Act and therefore are excepted from 
the provisions of the Act. Source: Internal Reve- 
nue Bureau, Nov. 22. 
* 


Services performed by individuals 
on a documented vessel permanenily 


os watchmen 
withdrawn 


from navigation are not excepted from the pro- 
visions of the Social Security Act. But services per- 
formed as watchmen by members of the crew of a 
documented vessel, temporarily withdrawn from 


—Wide World 


A RESPONSE TO A PRESIDENTIAL REQUEST 
HE Federal Trade Commission prepares for an investigation into causes responsible for 


higher prices after a ° are from President Roosevelt. 
. A. Ayres, chairman; R. E. Freer and Charles H. March. 


Garland S. Ferguson, Jr., W 


Left to right: Commissioners 


months by the Maritime Commission. Present agree- 
ments were made last June with respect to voyages 


‘begun on or before Dec. 31, 1937. The agreements, 


as extended, may cover voyages begun on or before 
June 30, 1938. Source: Maritime Commission. 

A maritime agreement among Caribbean shipping 
companies for withdrawal of the Atlantic and Car- 
ibbean Steam Navigation Company from member- 
ship in the United States Atlantic and Gulf-Dutch 
West Indies and Venezuela Conference and the ac- 
mission of the Grace Line to the Conference, ap- 
proved by the Maritime Commission Nov. 24, places 
the Grace Line in the Caribbean trade for the first 
time. 

Under the law cargoes, originating in the United 
States and destined for another United States port, 
must be carried in vessels of U. S. registry. The 
Federal Bureau of Marine Inspection and Naviga- 
tion announced Nov. 22 it had seized, for this 
reason, a $1,500,000 whale oil cargo aboard the 
Norwegian freighter Charles Racine at Norfolk, Va. 

x * * 

Thirteen steamship lines operating in Atlantic, 
Gulf and Chesapeake Bay ports, the Governmen.’s 
Inland Waterways Corporation, and the American 
Trucking Association, Inc., have been authorized by 
the Interstate Commerce Commission to intervene 
in the case of the application of the nation’s prin- 
cipal railroads for 4 15 per cent increase in freight 
rates. 

x * 


Aviation 
UTTING overseas air transport under the Mari- 
time Commission’s jurisdiction, by means of 
amendment of the 1936 Merchant Marine Act ex- 
tending definition of the term “vessel” to include 
ocean-going aircraft, is recommended in the Com- 
mission’s annual report. The Commission, trans- 
mitting a survey by the staff of experts, says trans- 
oceanic aviation soon will become a tremendously 


important factor in foreign commerce and that 
there is close relation between it and shipping. 
Source: Maritime Commission, Nov. 17. 
x * * 
Railroads 


ETITIONS of 17 trade groups to consolidate the 
southern class rates, a general investigation of 

all freight rates in southern territory asked by the 
Governors of nine southern States, and the inter- 
territorial rate case,affecting rates from the south 


tomers. 


navigation, are excepted from the provisions of the 
Act. Source: Internal Revenue Bureau, Nov. 22. 
=x * * 

The exempt status with respect to Social Security 
Act taxes of a State bank or trust company, which 
is a member of the Federal Reserve system, con- 
tinues throughout liquidation proceedings, provided 
membership in the Federal Reserve System is re- 
tained, Nov. &. 

x * * 

When an employer pays an employe’s contribu- 
tion to the State unemployment fund, such a pay- 
ment is not to be considered as additional “wages” 
in calculating the amount of taxes under the old- 
age benefits and unemployment insurance provi- 
sions of the Social Security Act. Source: Internal 
Revenue Bureau, Nov. 22. 

x * 

An alien’s return to his home country does not 
affect any liability incurred for taxes imposed un- 
der the Old Age Benefits section of the Social Se- 
curity Act on account of services performed within 
the United States. Also an alien in such a case 
is not entitled to refund or credit for taxes paid 
under that section of the Act. Source: Internal 
Revenue, Nov. 15. 


Uti it} 
ilities 
E Federal Power Commission has issued the 
first of a series of 48 State reports showing 
electric rates in effect Jan 1, for all classes of cus- 
This series will include 18,139 communi- 
ties, served by 2,993 utilities. Virtually the entire 
power industry will be covered. Data aJready ex- 
amined shows a vast number of rate changes in the 
two-year period since the first national rate survey 
was made. Source: Fed. Power Com., Nov. 24. 


Business Mailing 

ENERAL reductioa in air mail postage, averaging 
32 per- cent drop from present charges, on 
letters and articles to Central and South America 
and the West Indies, with a minimum postage of 
ten cents a half ounce, will be effective Dec. 1, 
1937. This reduces rates to practically all Latin 
America, and brings those countries more in line 
with air mail rates fixed by other countries gen- 
erally for air mail on international routes. Ameri- 
can business interests have urged this reduction. 

Source: Post Office Dept., Nov. 23. 


Banking Regulations 


EMBER banks of the Federai Reserve System 
may not classify deposits of any corporation, 
association or other organization as savings deposits 
unless (1) such an organization is operated pri- 
marily for religious, philanthropic, charitable, edu- 
cational, fraternal or other similar purposes; (2) 
such organization is not operated for profit; and 
(3) such deposits comply with the requirements of 
the regulations of the Federal Reserve Board. 
x * 


The following types of organizations are operated 
primarily for religious, philanthropic, charitabie, 
educational, fraternal or other similar purposes and 
their deposits may be accepted by member banks of 
the Federal Reserve System as savings deposits: 

Professional associations, such as bar, medical, 
and dental associations; trade associations, includ- 
ing associations of manufacturers and of retailers’, 
chambers of commerce; pdusiness men’s clubs, such 
as Rotary Clubs and Kiwanis Clubs; recreationa: 
clubs, such as golf and tennis clubs; social clubs, 
such as luncheon clubs and college fraternities; 
labor unions of the usual type; volunteer fire com- 
panies and ladies’ auxiliaries thereof; cemetery as- 
sociations; school districts; police or firemens’ pen- 
sion or relief associations (in¢luding a special fund 
held by a political subdivision to provide pensions 
for police or firemen); American Automobile Asso- 
ciation, Retired Officers’ Association, and other sim- 
ilar organizations. 


In all cases the organization must be nonprofit 
and the deposits must otherwise comply with the 
regulations. Source: Federal Reserve Board. 

x * 


The deposits of certain types of organizations 
have been classified as not acceptable savings de- 
posits by member banks of the Federal Reserve 
System, such as: 

Building and loan associations; mutual or co- 
operative fire or life insurance associations; recip- 
rocal or inter-insurance associations; cooperative 
marketing associations, such as citrus growers’ or 
dairymen’s cooperative marketing associations; 
credit unions, Federal or State; States and munici- 
palities and other political subdivisions thereof (ex- 
cept school districts) including departments, boards, 
and commissions of such political subdivisions. 
Source: Federal Reserve Board. 


* * 


Organizations of the type listed above which may 
not make savings deposits in member banks may 
maintain time deposits with such banks. With re- 
spect to such deposits, which may be either in,the 
form of time certificates of deposit or time deposits 
open account, member banks may pay interest in 
accordance with the provisions of Regulation Q 
and maintain reserves in accordance with the pro- 
visions of Regulation D relating to time deposits. 
Source: Federal Reserve Board. 


x * * 


Any inquiry as to the proper classification of 
organizations not included in the above lists should 
be submitted directly to the Federal Reserve bank 
of the district in which the inquiry arises rather 
than to the Federal Reserve Board. The lists of 
organizations which may or may not maintain sav- 
ings deposits in member banks are not complete 
but are cited merely as examples from various cases 
which have been submitted to the Board. Sourcz: 
Federal Reserve Board. 


x * * 


The majority of the board of directors of a mem- 
ber bank may grant continuing authority to an ex- 
ecutive officer to borrow up to $2,500 from the bank. 
The authority given by the directors in such a case 
may, if desired, provide that the executive officer 
may borrow from time to time during an effective 
period of not more than 12 months upon condition, 
of course, that the amount of the indebtedness out- 
Standing at any one time does not exceed $2,500. 
Source: Federal Reserve Board. 


x * 


The Philippine escheat act, requiring banks in the 
Philippines to transfer to the insular treas- 
urer certain unclaimed balances held by the banks 
in favor of any person not heard from for ten 
years or more, was declared unconstitutional by the 
Supreme Court, Nov. 22. The Supreme Court of 
the Philippines had upheld the validity of the Aci. 


News for Investors 


TOCK EXCHANGES, operating as private mem- 
bership associations, have always ‘administered 
their affairs in much the same manner as private 
clubs. For a business so vested with the public in- 
terest, this traditional method is archaic. The task 
of conducting affairs of large exchanges, especially 
the New York stock excnange, has become too en- 
grossing for those who must also run their owa 
businesses. They should revise their administra- 
tive and functional techniques. SEC has reached 
a point in its administrative development for an 
early decision on the future course of its relatious 
with national security exchanges. SEC Chairman 
W. O. Douglas, Statement issued, Nov. 23. 
x * * 


BANK is considered a customer rather than a 

broker or dealer for the purposes of the over- 
the-counter rules of the Securities and Exchange 
Commission. Source: ‘Securities and Exchange 
Commission, Nov. 15. 


—Wide World 
FOR CHEAPER AIR MAIL 
Postmaster General Farley orders a general reduc- 
tion in rates on air mail postage addressed to points 
in Central and South America and the West Indies. 
The new rates will average 32 per cent less than the 
present rates. 


Labor 
MPLOYES of two different companies may be 
treated as a single unit in bargaining with the 
companies under certain conditions. The conditions 
include interlocking management of the two corpo- 
rations with the plants of the two in close prox- 
imity and a frequent interchange of workers be- 
tween the two employers. Source: Labor Board 
Order. 
x * * 

If two plants of the same company, even in close 
proximity, have different arrangements in bargain- 
ing, the employes in one being represented by an 
independent union and those in the other by a 
plant union, the plants will ordinarily not be per- 
mitted to form a single unit for bargaining pur- 
poses. Source: Labor Board Order. 

x * 

In some States a strike is considered to be legally 
ended when the employer has secured a normal 
complement of competent workers, production is 
being carried on in the usual fashion and the strik- 
ing union has ceased to pay strike benefits to the 
strikers. Source: Decision of California State courf, 
based on precedents from Massachusetts and New 
York courts. 

x * 

Under the Railway Labor Act, an individual may 
be designated as oargaining agent instead of a 
union if a majority of employes so vote in the unlt 
declared appropriate for bargaining purposes by the 
National Mediation Board. Source: National Medi- 
ation Board Order, Nov. 16. 

x * * 

In case a company has been found by the Labor 
Board to be fostering one union at the expense of 
another, it will not ordinarily order an election 
among employes for choice of bargaining agent un- 
til it is satisfied that the company has ceased to 
interfere with the free choice of employes in the 
matter and that the effects of prior interference 
have been dissipated. Source: Labor Board Orders. 

x * 

Employers may obtain aid of the Labor Board 1n 
settling disputes over representation, assuming that 
the employer in the case has not been charged wit 
violating collective bargaining rights of his workers, 
but the procedure is round-about. The union cr 
unions involved must first ask for a certificate of 
representation, after which the Board will proceed 
to settle the question, either by a decision on the 
basis of an investigation or on the basis of an 
election. Source: Labor Board Statement issued 
by Regional Director for New York Region, Nov. 21, 

x * * 

The Pacific Electric Railway and the Brother- 
hood of Railroad Trainmen have signed an agree- 
ment composing their differences, disposing of tne 
entire controversy and averting threatened inter- 
ruption of interstate commerce in California, tne 
President was advised by telegram Nov. 23 by the 


emergency board he appointed to investigate the 
dispute. 


Agriculture 


SIX-POINT middle-course program for wheat, 

the Secretary of Agriculture has in mind, 
would consist of: Planning for a share of the world 
market that would bring wheat farmers. their 
maximum prosperity; setting of acreage goals in 
line with soil needs and the market here and 
abroad; protection against drought by “ever-nor- 
mal granary,” with reserve supplies stored on farms 
or elevators; crop insurance; retirement of sub- 
marginal lands; and price adjustment payments 
financed from _tariff-equalizing taxes. Source: 
Secretary Wallace, Wichita, Kans., Nov. 23. 

x * * 

The Department ot Agriculture believes the ex- 
tremely small percentage of total supply of eggs 
and egg products contributed by imports has no 
Significant effect on prices received by United 
States producers. Adding a heavy excise tax to 
import charges on egg products would have the ef- 
fect of a total embargo. Protection to the point of 
total exclusion cannot be justified. Source: Dept, 
of Agr., Nov. 19. 

x * 

A proposed marketing agreement and order to 
revise the present milk marketing regulation of 
handling of milk in the St. Louis marketing area 
will be considered at a hearing at St. Louis Dec. 8. 
The proposed new program provides for increases 
in prices to producers. Source: AAA, Nov. 22. 

x * * 

A proposed marketing agreement to regulate in- 
terstate and foreign commerce in package honey 
bees and queen bees, produced in the United States, 
will be considered at a New Orleans hearing Dec. 6. 
Ninety per cent of the domestic production is ship- 
ped from Alabama, Georgia, Mississippi, Louisiana, 
Texas, California and Ohio. The program would 
require handlers of bees and queens to file prices 
at which they offer these products and to sell them 
at such prices. Rebates and other trade restraints 
would be. prohibited. Source: AAA, Nov. 19. 
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New “Sit-down’” Issue in Ohio: 


A ClO Strike Against Ford 


OV. 


Davey’s threat. NLRB 


test for his policy. Split.de- 


cision on bargaining 


UBBER factories were the scenes of the first sit-down strikes in 
this country. Today the constitution of the United Rubber 
Workers (CIO) forbids sit-down strikes. Nevertheless last week one 
such strike took place in the Akron (Ohio) plant of the Goodyear 


Rubber and Tire Co. 


- The strike lasted only 24 hours, but it led to a threat by Governor 
Davey of Ohio that he would put an end to it by the use of State 
troops. It led also to the first charge before the Labor Board that 
a company had violated the Wagner Act by inducing the Governor 
of a State to take action destructive of the employes’ bargaining . 
rights. The strike was called in protest against the manner in which 
lay-offs were ordered. The company + ~ 


was declared to have dropped 1,642 
workers in reverse order of seniority 
in each department. The union, 
which does not have a contract, al- 
though certified by the Labor Board 
as agent for all employes, insisted 
that the seniority rule should ap- 
ply to the entire plant. Thus an em- 
ploye of ten years’ standing who had 
worked one year in a certain de- 
partment, the union held, should be 
counted as a ten-year employe and 
not a one-year employe. 


A compromise agreement was 
reached with the aid of a regional 
director of the Labor Board. No 
further lay-offs were to be made; 
departmental seniority should pre- 
vail except in disputed cases, which 
should be decided in conference; no 
work was to be shifted to other 
plants. 

Governor Davey’s action in pre- 
paring the National Guard for ac- 
tion was declared by the union, in 
charges laid before the Labor Board, 
to have been taken at the company’s 
request before a strike occurred and 
to have resulted in intimidation of 
the workers. While interference 
with collective bargaining is forbid- 
den under the Wagner Act on the 
part of any person, States and gov- 
ernmental agencies are excepted. 
The formal charge accordingly is 
lodged, not against the Governor, 
but against the company for using 
its influence with the Governor, who 
was declared, though. not under for- 
mal charge, to have used the State’s 
military power unconstitutionally to 
defeat the operation of a Federal 
law. 

x * 


A Strike Authorization 
Against Ford Auto Co. 


T IS now approximately a year 
since the United Automobile 
Workers (CIO) served a formal 
notice on General Motors Corpora- 
tion that it insisted on bargaining 
on behalf of the company’s em- 
ployes. A refusal led to a strike, out 
of which grew the first important 
contract with a large motor manu- 
facturer. 

Contracts with all other automo. 
bile makers except the Ford Motor 
Company are now in effect. 

Last week a strike was authorized 
in the Ford plant at St. Louis, Mo. 
The plant continued to operate, 
however, the police aided by com- 
pany guards forcing a pathway 
through pickets estimated to num- 
ber about 1,000. 

The plant employs approximately 
600. The company asserted that 16 
employes failed to come to work; 
the union stated that 225 of the 350 
production workers had joined the 
walk-out. 

The cause of the strike was said 
by the union to be refusal! to re- 
hire union members in recalling 
persons laid off last September. The 
union also demands to be recognized 
by the company. A similar demand 
made last spring was refused by the 
company, Henry Ford having stated 
that he would never recognize the 
United Automobile Workers. The 
union has raised a special “war 
chest” of $350,000 to organize the 
Ford employes. 

Meanwhile in Detroit a local court 
declared that the company and eight 
individuals accused of assaulting 


the charge, the evidence being in- 
Sufficient. The assault case grew 


Out of attacks on union organizers | 


who were distributing union litera- 
ture to Ford employes near the en- 
trance to the Ford plant in Dear- 
born. Seven of the accused indi- 
viduals were Ford employes. 


Greyhound Bus Strike; 


Closed Shop an Issue 
a Strike which partially crippled 


operations of the Greyhound Bus 


Lines last week was the third land- 
mark :n the recent history of bar- 
gaining between the system and the 
Brotherhooa of Railroad Trainmen. 

The first was a decision of the Na- 
tional Labor Relations Board desig- 
nating the Brotherhood as bargain- 


+ 


a membership of 7,000 among une | 
_ wishes of the men themselves. 


10,000 employes. 

The Board held that it was in- 
cumbent on the advocates of small 
bargaining units in the plant to 
show that a reasonably large number 
of workers in each craft wished to 
bargain separately. Six of the craft 
unions did not intervene in the case. 
The claims of four others were dis- 
allowed on the ground that the evi- 
dence of membership was too un- 
substantail to warrant investigation. 
Three other units were recognized. 

Mr. Smith, in his dissenting opin- 
ion, saw no objection to recogniz- 
ing one of these, consisting of pat- 
tern makers and technical engineers, 
but he objected vigorously to recog- 
nizing the other two. 

The Board ordered that four elec- 
tions should be held with the C. I. O. 
a candidate in each unit. Production 
employes will be given a choice of 


—Harris & Ewing 


UNEMPLOYMENT CENSUS—THE FIRST RETURNS 
A section of the specially-rented warehouse in which the Govern- 
ment last week began tabulating the first returns of the unemploy- 
ment census. Hundreds of clerks were employed for the task. 


ing agent for drivers in most of the 
system and ordering elections in 
other portions, where balloting 
later resulted in. choice of the 
Brotherhood as agent. 

The second was a threatened strike 
of the drivers in mid-October. Jhe 
strike did not materialize, the system 
managers having agreed to bargain 
as a system with the union instead of 
having each of the eight or more 
corporate portions of the system 
bargain separately. Bargaining by 
separate units, the union declared, 
might result in different wage scales 
in different units and, in any event, 


voting for or against this union. 
In each craft unit, employes will be 


' given a choice of voting for the C. I. 


would weaken the position of the | 


union as compared with the system’s | 


centralized management. 


The third step came when nego- 
tiations on union demands for in- 
creased wages and for a closed shop 
broke down and a strike was called. 

The union asked pay of 515 cents a 
mile instead of the present 3.6i 
cents. It demanded also a guar- 
antee of 200 miles per day, whica 
would bring the daily wage to 
$11.00. 

The effectiveness of the strike 
varied in different regions. Where it 
was less effective, picketing was re- 
sorted to. In Philadelphia the man- 
agement was reported to be training 
new drivers to take the place of 
strikers, 

x * 


NLRB Split Decision 
On Bargaining Units 


NE of the rarest of incidents is 
a split decision by the National 
Labor Relations Board. Such an in- 
cident occurred last week, in which 
one member of the Board argued 
against a portion of the conclusion 
reached by his colleagues. 
The dissenting opinion, that of Ed- 
win S. Smith, was given in a case 
which is a critical one in the matter 
of policy regarding industrial and 
craft unions in mass production in- 
dustries and which goes to the heart 
«Of the controversy between the A. 
F. of L. and the C. I. O. 
The dispute was over the manner 


. 


_ in which the employes of the Allis- 
union members could not be held on | 


Chalmers Manufacturing Company, 
West Allis, Wise., should bargain 
With the company. 

A C. I. O. union, the United Elec- 
trical, Radio & Machine Workers of 
America, now has a contract with 
the company as agent for its own 
members in all parts of the plant 
except clerical workers. This con- 
tract provides that decisions by the 
NLRB, when rendered, regarding the 
nature 
rights shall be written into the con- 
tract. 

The A. F. of L. petitioned the Board 
to designate many different units 
for bargaining purposes, one for pro- 
duction employes and one for each 
of a large number of crafts. The C. 


| I. O. union argued that all employes 


Should bargain as one unit and it 
asked to be designated as the repre- 
Sentative of that unit. It claimed 


| 


O. union or a craft union, the latter 


being different for each of the craft 
units. If the C. I. O. union wins in 
all four elections, it will bargain for 
the entire plant. If it loses in one 
or more craft units, units in which 
it is defeatec will bargain separately. 

Thus, said the majority opinion, 


| arrangement 


the determining factor will be the 


But Mr. Smith declared that this 
was “pseudo-demo- 
cratic” in that it left a determina- 
tion of the greatest consequence for 
the other employes in the plant in 
the hands of groups known to be 
hostile to industrial organization. A 
division of interest between the two 
groups was envisioned which would 
greatly weaken the bargaining pro- 
cess Of the employes as a whole. 


Peace by Mediation 


In Rail Wage Dispute 


ELL in advance of the end of the 
emergency period during which 

any strike is banned under the Rail- 
way Labor Act, a settlement was 
reached last week in the dispute be- 
tween the Pacific Electric Railroad 
and the Brotherhood of Railroad 
Trainmen. Instrumental in the set- 


tlement was a fact-finding body ap- 


pointed by the President. 

The dispute concerned wage and 
hour scales, the union contending 
that scales paid by interstate rail- 
roads should prevail throughout the 
system instead of the scale paid on 
interurban lines. This railroad is 
an interurban line, entirely within 
the State of California, but it has 
long recognized the authority of the 
National Mediation Board with Te- 
spect to its labor relations. 

On those portions of the com- 
pany’s lines which handle freight, 
modified interstate standards have 
been in force. On other portions, 
handling passenger traffic, the em- 
ployes, being used interchangeably 
to run street cars and buses, were 
paid at lower rates. In the light of 
this situation, employes handling 
freight received increases averaging 
7 per cent while those in the pas- 
senger service obtained a 15 per 
cent increase. 

As concessions to the company, 
certain working rules were adjusted 
which had provided that men shifted 
from one job to another should al- 
ways receive wages assigned to the 
highest-paid of the jobs filled. 

Operating employes only were af- 
fected, these being represented by 
the Brotherhood of Trainmen only. 
This union has long acted as ex- 
clusive bargaining agent, in con- 
trast to-the situation on most rail- 
roads, where five brotherhoods 
usually share the adherence of dif- 
ferent crafts. 


Federal TaxesForState Employes? 


| [Continued from Page 9.] 
_ in 1933; only 829 employes received 


over $10,000—these were 0.14 per 
cent of the total Federal employes. 


_ Less than 5 per cent of all Federal 


employes receive an income of $3,- 
000 or more; in the State of. Ohio, 
also the upper 5 per cent [Includes all 
those receiving more than $3,000. 
“On the other hand, 80 per cent of 
the employes of Ohio and 65 per 


cent of those in New Jersey receive 


less than $1,500 per annum, which 


is the case of 48 per cent of all 


of the union’s bargaining | 


Federal employes. 

“The income chart of the public 
service therefore has a broad base 
and a narrow apex, with a relatively 
high minimum and a relatively low 
maximum level.” 


TAX SOURCE SMALL 

Although there is no completely 
Statistical chart available of the 
Salaries paid State and municipal 
employes, surveys made by public 
and quasi-public organizations re- 
veal the smallness of the potential 
tax load that can be tapped by sub- 
jecting these groups to Federal in- 
come levys. 

The Commission of Inquiry on 
Public Service Personnel found that 
“the average earnings in New Jer- 
sey measured in current dollars 
reached their high point in 1931, 
amounting to $1,795 per annum, but 
have declined since then to $1,517 
per annum for 1934. ... The North 
Carolina employes were not so for- 
tunate as those in New Jersey, their 
average earnings in dollars declin- 


ing by 32 per cent from 1930 to | 


A further clue to the trend in the 
salaries of municipal employes is 
found in the average salaries paid 
policemen and firemen during the 
past quarter century. 

“Policemen and firemen,” accord- 
ing to the Commission, “constitute 
nearly one-third of all municipal 
employes and are a relatively high- 
paid group ... the average com- 
pensation of police department em- 


_ ployes in cities of 30,000 or over was 


$2,324 in 1932; of fire department 


employes, $2,200.” 


Here again it will be noted that 
this highest paid group of munici- 


_ pal employes is still paid less than 


the exemption accorded a married 


_ person under Federal law. 


One avenue for securing taxes 
from this large group remains. If, 
aS Senator LaFollette (Proge.). of 


Wisconsin, has advocated, the per- 
sonal exemptions are reduced from 
$2,500 to $2,000 for married’ persons 
and from $1,000 to $800 for single 
persons—the Federal Government 
may find that it may pay to press 
for a constitutional amendment 
bringing the 2,500,000 State and 
municipal employes into. the tax 
fold. 

Right now the problem is still in 
the talk stage—where it has been 
ever since Chief Justice Marshall 
handed down his famous decision 
back in 1819. 


HAWAII 


5 LUXURIOUS DAYS 


Sail with the great white 
Em presses—speed monarchs 
of the Pacific—and enjoy 
their regal luxury and en- 
tertainment en route. By 
Empress of Japan, largest 
and fastest liner on the Pa- 
cific, or Empress of Canada. 
$125 up First Class; $85 
up Tourist Class. Or go on 
the more leisurely Aorangs 
or Niagara, $110 up First 
Class; $75 up Cabin Class. 
Ask YOUR AGENT or Cana- 
dian Pacific: Cc, E. PHELPS, 
14th and New York Ave., 
N. W., Washington, D. C. 
NAtiona! 4235 
Canadian Australasian Line 


wit 
SINGLE H BATH AT 


DOUBLE 
1000 ROOMS WITH BATH 


Headquarters for baseball fans 
from New England. Convenient to 
subways for ball parks. Three 
blocks from largest department 
stores and Empire State Building. 


Aiburn M. Gutterson, Monoaer 


14 EAST 287TH STREET 
NEW YORK 


Srp 


7. Tomatoes. 8. Green 
Beans. 9. Apricots and 
Apple Sauce. 10. Mixed 
Greens. 11, Beets. 12 
Strained Vegetable 
Soup. 


2) Heinz knows 


the answer to 


BABY TALK! | 


@ Healthy babies find something to ee 
“coo” about when they dip a tiny spoon ie 
into a dish of Heinz Strained Foods. Be 
Here’s just what the doctor ordered— He 


vegetables with fresh, natural flavors; aS 


GETA tempting, tasty fruits and cereals. 
12 KINDS: 1. Peas. SOU BLE Every tin bears the Seal of Acceptance 


Council on Foods. 


STRAINED 
FOODS 


Of 
Simple 
Ollar” fla 
© of Heinz 


They ’ve Got a 
Way With Men é 


“3 


4 KINDS: 
BOSTON-STYLE . . . Oven- 
baked with pork and molasses 
sauce. 

PORK -AND-TOMATO 
SAUCE ...Oven-baked with 
tomato sauce and pork. 
VEGETARIAN STYLE... 
Oven-baked with rich tomato 
sauce, 

RED KIDNEY BEANS ... 
Oven-baked in their own 
sweet sugar sauce, 


EANS oven-baked by Heinz have irresistible man- 

appeal! A savory, sweet aroma. A matchless, 
old-fashioned flavor that men-folk everywhere 
hanker for! Heinz bakés these beans the way our 
Pilgrim Mothers did—in hot, dry ovens. Then 
drenches them with rich and spicy sauces. They’re 
ready to heat, serve and eat! 


OVEN-BAKED | 


BEANS | 
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Drawing the Sting 
Of Unemployment 


Insurance soon available in 22 States. 
Impounded money to flow from 
Treasury. Lessening relief load. 


NE bit of consolation can be had by those work- 
ers in 22 of the 48 States who are suddenly 
finding themselves out of jobs. 

This consolation is to be found in the fact that 
in these States where unemployment insurance will 
start to function on Jan. 1, insurance payments will 
be opened to workers who lost their jobs in 1937, as 
well as to those who lost out after the first of tne 
year. 

All that will be required in most of these States 


is that the worker will have been employed for a - 


substantial portion of 1937 and that he register 
with the employment service and go through a 
waiting period of two to four weeks before the 
checks begin to come. 

Insurance payments, which will start to flow in 
Jarge numbers soon after the turn of the year, will 
continue to each individual for 12 to 25 weeks, de- 
pending upon the State system from which he is 
drawing benefits, and depending upon his con- 
tinued unemployment. 


TAPPING STORED MILLIONS 


The nation’s brand new unemployment insurance 
system promises to play a very important role in 
the next year. ; 

Increasing unemployment has come just at a 
time when several of the most important industrial 
States, including New York, Pennsylvania and 
Massachusetts, have completed the preparatory two- 
year period of fund accumulation and will be in a 
position to make benefit payments. 

State reserves now held in the Treasury total 
more than $500,000,000. Of that total, about $250,- 
000,000 is held to the account of the States that 
are about to start drawing against their accumula- 
tions. Furthermore, on Jan. 1 the payroll tax to 
support unemployment insurance steps up another 
per cent and will serve to replenish funds that are 
drawn down to make payments to the unemployed. 

The effects of this development are expected to 
be widespread. 

For one thing, the operation of unemployment in- 
surance, will serve to cushion the effect of unem- 
ployment. Men who lose their jobs in States where 
the insurance plan is to go into full operation will 
know that they will get at least a few dollars each 
week for a period varying from three to six months, 


LESS PRESSURE FOR RELIEF 


For another thing, there will be less pressure on 
the Federal Government to step up relief activities, 
with a resulting heavy drain on the Treasury and a 
brand new budget problem. Reserves already built 
up will help to bolster the situation and to avoid 
destitution for many of the new jobless. 


For a third thing, the return of unemployment 
insurance funds to the pockets of people who will 
need to spend those funds in a hurry will serve au- 
tomatically to bolster purchasing power and to re- 
move some of the deflationary influences that have 
grown out of payroll tax accumulations for old age 
and unemployment insurance. Until now that 
money has been flowing into the Treasury. Now it 
will start to flow out. 


The start of these insurance payments will mean 
that two of the three phases of the nation’s Social 
Security system will be functioning. 
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The Voice 
of Business 


HENRY FORD, Founder of the Ford Motor Com- 
pany: Everybody knows the stock market has no 
permanent effect on business but it does have an 
effect on the state of mind of the American business 
man who plays the market. He often mistakes his 
personal depression for a business depression. The 
stock market has no more real effect on American 
business than the results of a dog race in Cali- 
fornia. 


Money has become a business in itself instead 
of an adjunct to business. Money is not wealth; 
wealth is what money buys. But that has been 
turned upside down. The present system has gu* 
us twisted into producing things to buy dollars 
with, when what we need is a money system that 
will produce dollars to buy goods with. Under the 
present system the tail wags the dog. Money is 
Just part of society's transportation system for 
moving goods from man to man; it breaks down 30 
Often that it is time our financial engineers de- 
veloped a better model. 

It is a system that seeks to control labor: wants 
to control government, finance, food, industry and 
even the schools. It manifests an avariciousness 
that would control everything. 

Overproduction is a fiction. Up to date all we’ve 
ever had is underproduction. Produce a plentiful 
Supply of necessities and get a system of distribu- 
tion that really distributes, and the job of produc- 
tion will not leave us any time to think of over- 
production. We only hear that term in times of a 
profit-made scarcity. 


And don’t forget that machinery becomes ob- 
solete faster than most people believe. The Ford 
company has spent several hundred millions of 
dollars in the last eight years for new equipment, 
and in that time has scrapped and replaced more 
than half of its production equipment. That cer- 
tainly engaged an enormous amount of labor. Ard 
remember, that was during what have been called 
the “depression years.” 

There may be a natural reason for a period of 
business recession, and if there is, such a recession 
is meant to be beneficial, but certainly there is no 
reason why a period of business recession need be a 
period of human distress. 


(From an interview with the Associated Press 
Nov. 24.) 


TITLE REGISTERED U. S. PATENT OFFICE 


Frank R. McNinch 


leaders. 


James L. Fly 


Floyd Carlisle 


ONE WAY OF STIMULATING BUSINESS 

by the Administration to offset recession by busi- 
4 ness is the reason back of the President’s peace talks with utility 
Meanwhile the suit of 18 power companies against the TVA 
continues at Chattanooga, Tenn. Prominent figures in the situation in- 


clude: 


~ 


Wendell Willkie 
—Harris & Ewing 


Frank R. McNinch, former Federal Power Commission chair- 
man, now temporarily directing the Federal Communications Commis- 
sion; James L. Fly, counsel for the TVA; Floyd Carlisle, Consolidated 
Edison; and Wendell Willkie, Commonwealth and Southern. 


PRICE ADJUSTMENT AS KEY TO RECOVERY? 
‘QUICK. DEFLATION’ A SUGGESTED REMEDY 


+ U2 + 


The new goal of the planners. Future 
of anti-trust laws. ‘Recovery be- 
fore reform.” 


yn IDEA of planning persists in the White 
House. Emphasis now is on deflation, not 


inflation. 


A quick shake-out of prices of manufactured 
goods, particularly steel and building materials, 
has become the immediate objective of the plan- 
ners. 

“An important price correction is under way,” 
explained one of the principal economists with 
whom President Roosevelt is consulting. “The 
quicker that correction is made the more quickly 
we can go ahead again.” 

This explains: 

1, The sudden White House interest in anti- 
trust law enforcement, represented by Depart- 
ment of Justice activity and the Presidential re- 
quest of the Federal Trade Commission to in- 


vestigate price advances. 


2. The absence of any official interest in the 
idea of trying to bolster the present situation by 
direct governmental action through spending or 
new controls over industry. 


“Prices simply got out 


this same 
RAW MATERIALS AND said. “That. is 
FINISHED PRODUCTS fundamental. When the 


balance between the prices of finished goods and 
of raw materials is upset trouble is inevitable. 
That balance was lost when raw material prices 
declined, starting last spring, and finished goods 
prices continued to advance. Some important 
correction is going on at this time. Mark-downs 
are becoming rather general. Only the all-im- 
portant steel industry is holding its price level 
with no present sign of a break.” 

That last observation explains the sudden 
Presidential interest in anti-trust laws. 


Mr. Roosevelt is told that one out of every 
fifteen dollars spent for industrial products goes 
for steel. Those purchases are made at the start 
of the cycle and can provide a barrier to ad- 
vance, according to the story he is told. If de- 
flation is to be effective then the price adjust- 
ments must take place at key points—otherwise 
the resulting rigidities paralyze exchange of 
goods and simply accentuate the decline. 

But prospects fer budging these key prices 
by anti-trust actions are far from tright. 

A prosecution vy the Federal Traie Commis- 
sion or by the Attorney General takes years to 
carry through An amended law agvinst trusts 
would run smack up against the Milirr-Tydings 
act, favored by the big anti-trust battlers of 
Congress and approved by the President. This 
Act permits manufacturers to control the resale 
price of their branded goods under contract en- 
forceable in the state courts where state laws 
permit resale price control. At present 42 
states have such laws. 

Officials charged with enforcing anti-trust 
laws advise privately that this one act, not yet 
six months old, makes a shambles of the Sher- 
man Act and the Clayton Act. 

Only a few days ago the Federal Trade Com- 
mission, in an order important for its precedent, 
modified a previous cease and desist order, to 


| permit a manufacturer to fix the price of his 


* product in interstate commerce. 


- business. 


down as a fact that whenever White House and 
Congress talk turns to demands for new drives 
against “trusts” the officials, whose job it is to 
enforce the anti-trust laws, throw up their hands 
in despair. When not preparing statements for 
public consumption they regard those laws as 
the next thing to dead—killed to all practical 
intents and purposes by the very men in Con- 
gress who keep making public demands for new 
drives against monopoly. 

Yet there does remain what officials describe 
as “nuisance value” in the anti-trust laws and 
it is that value which the President may seek to 
extract by threatening prosecutions in key in- 
dustries. Some think that Mr. Roosevelt might 
even attempt to undo the damage to the Sher- 
man and Clayton Acts by the new Miller-Tyd- 
ings Act. 


AGAIN THE SLOGAN But any action here 
must necessarily be slow. 


“RECOVERY BEFORE 4114 if the chance of en- 
REFORM” IS RAISED forced competition is not 


to break the price log-jam that has sent the na- 
tion’s business into its most precipitate tail spin, 
what is to happen? 

An answer to those questions is a big order 
that has both the Congress and the President 
somewhat stumped. — | 

Congress is determined to “do something” for 
It will make drastic modification in 
the tax on the undistributed portion of cor- 
poration earnings. It will change the tax on 
gains from sale of capital assets. It will hesi- 
tate to approve any approval of wage and hour 
regulation that is not so hedged about as to be 
slow in taking effect. It might even modify the 
Wagner Labor Relations Act in the interest of 
employers. It will ditch any effort to extend 
government competition with or regulation of 
public utilities. 

Members of Congress are convinced that Gov- 
ernment must “restore confidence” to business. 
They want “recovery before reform.” There is 
a powerful incentive to approve almost any plan 
at this stage which business men want. 

But it is dificult to find among government 
economists, either orthodox or New Deal, any 
real belief that the issues bothering Congress 


Business Barometers 


ETAIL trade last week compared 
with a year ago in Boston was 19 
per cent lower, in New York from 5 to 9 
| per cent lower, in St. Louis 5 per cent 
higher, in Detroit 10 per cent lower, im 

|  Milwaukee’7 per cent higher. 
Wholesale commodity prices for the 
week.ended Nov. 20 were down 0.4 per 
cent to 82.9 per cent of the 1926 average, 


a decline of 2.4 per cent in one month. i 


Employment in manufacturing and 
non-manufacturing industries during 
October was 80,000 under September but 
payrolls increased $4,200,000, as reported 
by the Department of Labor. 

Building pern.its for residential con- 
struction declined 13.4 per cent in num- 

| ber and 15.6 per cent in value between 


September and October. 


It can be set 4 will have any important effect in getting the 


country out of its present jam. There is almost 
complete agreement that the upset in business 
is due to two things: 

First, to a sharp contraction in Government 
spending of borrowed money, resulting in a 
lessening of Government-created purchasing 
power to the amount of about three billion dol- 
lars in one year; 


Second, to a sharp rise in the price of goods, ° 


based upon wage increases, pyramided pay roll 
taxes and a general desire on the part of busi- 
ness men to get rich quick. This also resulted 
in contraction of purchasing power by reducing 
the amount of goods that each dollar in the 
hands of a consumer will buy. 

‘Out of that situation has come slower trade, 
and slower trade has cut down demands for 
goods from wholesalers and manufacturers, 
and reduced demands have led to lowered pro- 
duction, and lowered production means fewer 
jobs, and fewer jobs further reduce the volume 
of trade so that the old deflationary cycle is in 
full motion. 


MAKE HASTE SLOWLY In the face of this sit- 
uation those who are hav- 


SAID TO BE ADVICE ing an important hand in 
OF CHIEF PLANNERS advising at the White 
House do agree that: 


For the time being the policy should be to sit 
back, letting deflation get in its work. In this 
period tax law changes can be made to advan- 
tage, but will have little or no effect on the 
course of the cycle. But as economic nature 
takes its course there is going to come a time 
when there should be vigorous action by the 
Uovernment, 


Now it is important to have an understanding 


with the utility industry, which of all industry* 


is most urgently in need of new plant and new 
equipment. It is important to bolster railroad 
income because railroads are another industry 
that can spend heavily on'needed improvement. 
But it is most important to devise some way to 
cut costs of home construction so that many 
people with resources to build and with need 
for housing, will be encouraged to build. 

If preparations in these fields are made—so 
the advice to the President runs—then when a 
resting place is reached in the present decline 
and a rebound occurs, the groundwork will be 
laid on which a new longer-time forward move- 
ment may be built. As a further incentive the 
Government might remove for one year the 2 
per cent pay roll tax for support of old-age in- 
surance. That move is under consideration. 


Such is the gist of the 
present planning. Its suc- 


MAY START MARCH 

cess depends upon an im- 
OF NEW DEAL AGAIN ortant price adjustment 
ment in key industries. 

Yet if the harsh truth is wanted, it is that the 
very men who ar2 recommending this course of 
action to the President are skeptical of its ef- 
fectiveness owing to their doubt that many im- 
portant prices will come down in time—ineclud- 
ing prices of some hourly wages and of steel. 

In that event they look for Mr. Roosevelt to 
start the New Deal march again. This would 
mean new and more vigorous controls at vital 
points in industry and finance. The threat of 
Government rule over the country’s stock ex- 
change is a hjnt of what may lie ahead 


THE FALL IN PRICES 


Owen Scort. 


| + 


To Save or to Spend: 
That is the Question 


Problem of a balanced budget. The 
President’s blue pencil, Tax struce 
ture a factor. 


HAPING up backstage in Washington is this is- 
sue: Should the Federal Government drive 
ahead with an attempt to bring a balance in the 
budget or is the time at hand when there should 
be another venture in deficit spending? 

Mr. Roosevelt, for the time being at least, is 
answering that question to his own satisfaction. 
He is reported by those who are working with him 
to be using a blue pencil with great vigor in going 
through the budget of Federal expenditures for the 
coming year. 

These reports direct from headquarters have it 
that the President is determined, right now above 
all else, to get Government income and Government 
outgo into balance. | 

But at the same time there is no longer any 
blinking the seriousness of the slump in business, 
If private business does not venture with larger ex- 
penditures and if Government continues to reduce 
its spending of borrowed money then the all-im- 
portant purchasing power in the hands of the peo- 
ple will narrow. The descending spiral that fol- 
lowed 1929 shows what can happen under those 


circumstances. 


SOME ADVERSE REALITIES 


The fact of the matter is that neither Mr. Roose- 
velt nor Congress has bumped against the realities 
of the budget situation in the planning to date. 

Both are inclined to ignore the appearance of a 
new plan of farm control at a time when Congress 
is showing violent opposition to providing taxes to 
pay for the $200,000,000 in additional subsidies that 
its enactment would call for. 

Also, both are putting aside any consideration of 
possible increases in the need for relief expenditures 
in view of rising unemployment. Unemployment in- 
surance will help meet that problem in 22 States 
after the turn of the year, but it can be acute in 
others. 

In addition, all Treasury estimates on revenue 
still are predicated upon a national income in 1938 
as large as the national income of 1937. Depression 
could quickly upset the income estimates of the 
Government, thereby overturning present cal- 
culations. 

Right now, barring the strongest sort of stand by 
the White House, the prospect is for: Rising ex- 
penditures due to larger unemployment and farm 
demands; declining receipts due to smaller profits 
in industry. 

The search for a balanced budget in a time of 
depression has been found in the past to be futile— 
like a dog chasing its tail. 


A NEW WAY TO BALANCE 

But at this point, the pump-priming school with- 
in the New Deal offers a new thought that may be 
on the verge of coming to the fore. They say that . 
their interest, as much as that of the President, 
is in a balanced budget. Their argument is that 
more than one way exists to reach that balance. 

So, the suggestion is being advanced that taxes 
on incomes must be increased greatly to provide the 
funds with which to meet existing expenses and to 
pay for a vast new program of public works. The 
emphasis of the pump-priming group is upon a re- 
distribution of income—taking from those with in- 
comes above average and spending the returns in 
ways that will result in more purchasing power 
reaching the people who will quickly spend what 
they receive. 

At this stage, President Roosevelt is giving little 
encouragement to this group of spending-taxing 
advocates. He is coupling his budget balancing ac- 
tivities with an adjustment of taxes that would pro- 
duce no more revenue than the existing taxes. ~- 

A continued decline in business activity, however, 
could quickly bring a change in direction if the 
public demanded. 
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The Voice 
of Goverument 


HARRY H. WOODRING, Secretary of War: The 
United States Army is now more efficient than at 
any time in its peacetime history. ... Nevertheless, 
the Army is relatively weaker, compared with armies 
of other great countries, than it was a year ago. 
This is due to the fact that most of the other major 
powers have increased the size of their armies and 
have materially improved their equipment. In the 
case of several leading countries many thousand 
reservists have been placed on prolonged active 
duty because of actual threatened hostilities. In- 
creases in armaments have gone forward at an 
enormous rate. Practically every important nation 
has greatly increased its budget for military ex- 
penditures. 

I certainly do not recommend that the United 
States join’ in this feverish arms race. Our na- 
tional policy is wholly defensive and it would be 
highly undesirable for us to maintain at enormous 
expense a huge standing army, or any force larger 
than necessary to protect our homeland and pose 
sessions. 

However, I do think as insurance against attack 
we should further strengthen our armed forces... 
by slightly increasing the number of officers and 
enlisted men and, more specifically, by accelerating 
our program of reequipping our present Army with 
the latest and best in transportation, means of 
communication, and weapons. 

The necessity for strengthening our national de- 
fense should, of course, be balanced against other 
urgent demands for governmental expenditures. 
Budgetary limitations will necessarily restrict our 
outlay below that which may be considered desir- 
able. However. any restriction in such expenditures 
should be made only after a full consideration of 
the necessity for reasonably adequate protection of 
ou. people and our territory. 

‘From the annual report of the Secretary of War 
to the President, Nov. 29.) 
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The Demand for New Revaluation of the Dollar 


« [G5 + 


Discords in ‘business coopera- 
tion’ song. Hints of added 
market regulation. 


WO discordant notes last week in- | 


terrupted the harmony of the 
latest Washington production of the 
symphony of “Government-business 
cooperation.” 
One of the discords came from 


+ 


Capitol Hill when the Senate Agri- | 


culture Committee’s formal report 
on the Farm bill was made public. 
The report called for further adjust- 
ment and regulation of the dollar 
under a single governmental agency 
to insure success of the proposed 
crop control program. 

The other discord came from the 
far end of Pennsylvania Avenue 
when the Securities Exchange Com- 
mission Chairman, W. O. Douglas, 
issued a statement revealing his 
agency’s attitude toward stock ex- 
change regulation. In effect, he 
warned the exchanges that their ad- 
ministrative and functional pro- 
cedure must be improved or they 


face additional regulation from the | 


SEC. (See Newsgram No. 2, Page 2.) 
“Unless and until the dollar value 
is regulated and stabilized,” said the 
Agriculture Committee report, “it 
will be impossible to regulate pro- 
duction of farm commodities in any 
kind of a satisfactory manner.” 


CONTROL OF THE DOLLAR 


“The price level is too low and | 


should be raised,” the report recom- 
mended in conclusion, “to at least 
the 1926 level as shown by the Bu- 
reau of Labor Statistics. 

“The power over the value of the 
dollar, now divided among various 
agencies and departments. public 
and private, should be coordinated 
and concentrated in one Federal 


generally were regarded as expres- ¢ 


Sing the opinion of Senator Elmer 
Thomas (Dem.), 


of Oklahoma who |. 


some time ago introduced, and since © 


has campaigned for, a bill providing 
for a Federal monetary authority. 
“The committee is of the opinion,” 


the report also said, “that to date we | 


have not cheapened the dollar suffi- 
ciently to raise the price level high 
enough to show sufficient profits 
upon which taxes are paid to balance 
the budget. 

“A high price level produces high 
commodity prices, high wages, high 
farm income, high national income, 
and consequently high tax income to 
the Treasury.” 


“Since March of this’ year,” the 


Committee pointed out in another | 


place, ‘‘we have had a rising-valued 
dollar causing prices to fall; and at 
the same time we have had over- 


production of farm products, likewise | 


causing prices to fall; and both in- 
fluences have been responsible for 
the low prices for the 1937 farm 
crop.” 


THE NEED FOR “EXPANSION” 

An official view as to the need for 
expansion of the monetary base was 
made early this month by the Bu- 
reau of Agricultural Economics. — 

“The volume of demand deposits 
and money in circulation is consid- 
erably in excess of the volume in 
the late 1920's,” the Bureau said, 
and is, “therefore, sufficient to sup- 
port a considerably higher level of 
activity ana incomes than prevailed 
at that time. Moreover, the large 
volume of gold in excess of require- 
ments removes any danger that ex- 
pansion might be checked by a de- 
ficiency in the monetary gold base.” 

The proposal of the Committee 


_ finds support in some quarters al- 


though it is considered unlikely that 


| any substantial Congress support for 


agency with a definite Congressional , 
mandate to such agency to prop- | 
erly adjust and regulate the value of | 


the dollar and thereafter to stabi- 
lize such adjusted value.” 
The views expressed in the report 


such a program can be found ai 
this time in view of the Adminis- 
tration’s opposition to anything of 
the kind. 

In January, 1936, the National Ag- 
ricultural Conference at a meeting 
in Washington urged the establish- 
ment of a “monetary authority to be 


—Wide World 
TAXES HIS BUSINESS 
Lovell H. Parker, Chief of Staff of the 
Congressional Joint Committee on 
Internal Revenue, has his hands full 
these days what with advising both 
Senate and House committees on tax 
legislation. 
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directed by a definite mandate from 
Congress to establish and maintain 
a unit of value (the dollar) with a 
constant purchasing power; a mone- 
tary currency regulated on an in- 
dex of basic commodities and their 
world price, considering gold and 
silver as commodities, and dealing 
with them in terms of their market 
value.” 

It was suggested that the author- 
ity have power to control price ad- 
justments through the re-pricing of 
gold, regulating the value of the 
dollar, regulating the issuance and 
volume of currency, and miscellane- 
ous other powers. 


FIXED GOLD DOLLAR ASKED 

The opposing viewpoint which has 
the support of the Administration 
and of a substantial majority of 
Congress was expressed by the Fed- 
eral Advisory Council when it said 
in November, 1934: 


Why Railways Are Seeking New Rate Increases 


« 


Need of private spending for 


recovery. Federal owner- 
ship issue. Consumers’ posi- 
tion, 


RGUMENTS that the railroads 
must have greater revenue or 
face disruptive bankruptcies are re- 
ceiving a sympathetic ear at the 
moment in Washington. But whether 
this will be followed by a helping 
hand in.time is a question. 

Advisers to President 
have classed the railroads with the 
construction and utilities industries 
as those on which the country must 
depend primarily to avert a business 
recession of substantial duration. 
They realize that the railroads can- 
not spend money they neither have 
nor can borrow: «nd for that reason 
appear to hop. that the Interstate 
Commerce Commission will act 
speedily on the request for higher 
freight and passenger rates. Ordi- 
narily the hearings and studies on 
such applications take months. 

An effort will be made to expedite 
the hearings, which begin today. 
Some indications of the difficulty is 
given by the fact that the Commis- 
sion has consented to include in the 
case the petition by the water car- 
riers for a similar rate increase. 
Also representatives of the trucking 
industry have been allowed to in- 
tervene. 

The action of the Bituminous 
Coal Commission, in deciding unani- 
mously to contest the whole freight 
structure and the burden it imposes 
On coal, afforded an exception to the 
indicated prevailing sentiment. It 
Was recognized, however, that this 
Commission is charged with aiding 
One industry and so could be ex- 
pected to act accordingly. 

The National Coal Association pro- 
tested that the higher rates sought 
would add $50,000,000 to the coun- 
try’s annual fuel bill. ‘The policy 
of increased rates as a means of in- 
creasing railroad revenue, insofar 
as it is applied to coal,” said J. D. 
Battle, secretary, “is driving ton- 
nage away from the rails and driv- 
ing consumers away from coal.” 

The general question so affects the 
national economy that most officials 
express pessimism about the pos- 
Sibility of a lasting answer being 
found now. They see the increased 


rates as adding to costs of goods | 


in general at a time when producers 
and shippers also need encourage- 
ment to head off a deflationary 
spiral. 


+ One 


oosevelt | 


result is that the relative 
merits of private and public owner- 
Ship are being studied anew. In its 


Simplest terms, the question being | 


posed is whether the railroads are 
to be allowed sufficient income to sur- 
vive with a fair profit; or might the 
taxpayers eventually be called on to 
make up the difference between 
operating costs and that income. 


QUESTION OF OWNERSHIP 
General opinion in the Capital is 
that both business and the public at 
large opposes Government owner- 
Ship. Railroad spokesmen infer 
from this that their case for in- 
creased rates will be supported to 
the extent that the alternatives are 
understood by the public. A cam- 
paign of “education” is under way. 


Citing that the rails are a billion- 
dollar-a-year purchaser of 170,000 
products, the Association of Amer- 
ican Railroads declared that since 
1932 the prices of things bought 
have risen approximately 40 per 
cent, taxes have increased 23 per 
cent and wages 18 per cent. Freight 
rates went down 10 per cent and 
passenger fares 18 per cent in the 
same period. 

“Today the margin between in- 
come and outgo is so thin as to cre- 
ate a railroad crisis,” the statement 
Said. 

It reminded that 96 railroad com: 
panies, representing 28 per cent of 
the total mileage, are in receiver- 
ship and many others are not earn- 
ing fixed charges. Of the debts, 
$402,000,000 are held by the Recon- 
struction Finance Corporation. 


VIEW OF THE RFC 

As RFC Chairman, Jesse H. Jones 
has been giving special attention to 
the situation for the President. He 
favors proper rate increases, while at 
the same time taking the position 
that the railroads themselves could 
ease their problem by eliminating 
“unnecessary and uneconomical 
duplication of service.” 

“The question comes up in our de- 
sire to avoid Government owner- 
ship,” he said recently, “as to 
whether railroads should not be con- 
sidered more as monopolies such as 
the telephone and telegraph, but 
subject to strict Government regula- 
tions both as to. services and 
charges, and maintaining regulated 
competition between the _ several 
groups.” 


ONE SOLUTION SUGCESTED 

The situation also was given at- 
tention in publications by the 
Transportation Conference and 
Railway Business Association, the 
results of several years’ study. Pro- 


+ 
| 
| 
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fessor Lewis C. Sorrell, of the Uni- 
versity of Chicago, concluded that 
Government ownership would serve 
neither the public nor special in- 
terests, and was not necessarily “in- 
evitable”. Elements are present, 
however, he said, which might cause 
the nationalization issue to flare up 
overnight and danger of “drifting” 
into nationalization exists. Six ways 
to strengthen the present set-up 
were recommended: 

1—Reestablisnment of carrier 
credit by revision of obsolete capital 
structures. 

2.—Reconsideration of operating 
practices to promote cooperation in- 
stead of costly competition. 

3.—Broader vision by railway la- 
bor in the common interest. 

4—A modernization of the ship- 
pers’ and communities’ attitudes to- 
ward ell forms of transportation. 

5.—Settlement of controversies be- 
tween shippers, investors, manage- 
ments and labor without recourse to 
Government. 

6.—Cooperation between the 
named groups and Government to 
“modernize” administration of regu- 
latory laws. 

The Sorrell study discussed the 
issue only as it affects the United 
States. Another by P. Harvey Mid- 
dlieton, secretary of the Railway 
Business Association, discussed it on 
the basis of experience in 30 nations. 
He concluded that conditions which 
brought Government ownership 
about elsewhere do not apply in this 
country. 


DEMAND FOR HIGHER RATES 

Welcoming the $47,000,000 increase 
in freight rates already granted, 
Samuel O. Dunn, editor of Railway 
Age, recently found cause for satis- 
faction in this statement by the In- 
terstate Commerce Commission: 

“From the facts of record no other 
conclusion is possible than that the 
net earnings of the railroads are 
now inconsistent, in general, not 
only with the Constitutional stand- 
ards as to the rights of private own- 
ers, but also with the conditions 
necessary for the proper conduct of 
the public service of railroad trans- 
portation by private enterprise.” 

An additional increase of over 
$450,000,000 a year in rates is in 
the public interest and necessary, 
Mr. Dunn contended, “to restore 
railway employing and buying power 
and prevent numerous pankruptcies 
in addition to those that already 
have occurred, which would make 
avoidance of Government ownership 
and operation extremely difficult, if 
not impossible.” 

Epwarp J. Durry. 


“No real or permanent recovery 


can be had or can be reasonably . 


hoped for until the country has 
been placed upon a sound financial 
basis, and that such basis necessarily 
implies a gold dollar of detinitely 
and permanently fixed gold con- 
tent.” 


No definite program for the New 
York Stock Exchange was outlined 
by Mr. Douglas’ statement. However, 
he did suggest that there should be 
a salaried executive for the ex- 
change who has no professional in- 
terest in the activities and that 
present membership might well oe 
reduced. 

Mr. Douglas cited figures having 
to do with member trading on the 
New York Stock Exchange which he 
said served to emphasize conclu- 


sions reached by the SEC that mem- , 


ber trading for their own account 
is @ material factor in the daily 
price fluctuations. 


VOLUME OF SHORT SALES 


Data compiled in the New York 
Stopk Exchange’s recent study ot 
Short selling also was pointed out 
by Mr. Douglas. He said the study 
showed that short selling repre- 
sented 31 per cent of total trading 
in one market and a quarter of the 
trading in five sélected stocks: al- 
most half of the entire volume »t 
Short sales on these stocks was done 
by members for their own account. 

Also the SEC Chairman stated 
that data appeared to show that 
in recent price movements, dealers 
in part were taking advantage ; 
their odd-lot customers’ buying to 
reduce their own long positions or 
to increase their own short positions 
in some stocks. 

Mr. Douglas’s statement followed 
a series of conferences between the 
SEC and representatives of the New 
York Stock Exchange which began 
shortly after he became chairman 
of the SEC. 

He drew attention to these con- 
versations in his statement, pointing 


© 


- 


out that it is his understanding that 
certain administrative changes are 
contemplated by the Exchange. 
These, he said, might’ “clear the 
deck” for an approach to more fun- 
damental problems. 

Governmental action, declared Mr. 
Douglas, would be undertaken only 
to provide assurance against un- 
fair dealing and any such action 
by the Exchange would receive the 
Wwhole-hgarted support of the SEC. 

Since the organization of the SEC 


it has permitted the exchanges io | 
after | 


write their own trading rules, 
joint consultations. 

Under the 
the SEC has ample power to draft 
its own rules and regulations if it 
Should decide upon such a course. 

Mr. Douglas’s statement is the 
latest expression in a series of pub- 
lic announcements between persons 
who have represented the Ex- 
change’s viewpoint and those who 
have represented the SEC. 

In mid-August, before the stock 
market slump, Charles R. Gay, presi- 


dent of the Exchange, asserted in his | 
that the markets had | 


annual report 
become unhealthy and illiquid. He 
alleged that the “thinness” of the 
markets was due in part to regula- 
tion and that a dangerous situation 
might be created if there was any 
undue amount of liquidation. 

Mr. Gray also assailed the margin 
requirement of 55 per cent, since re- 
duced to 40 per cent by the Federal 
Reserve Board. 

Winthrop W. Aldrich, chairman of 
the Chase National Bank, in discus- 
sing the present market recession, 
also laid a major share of the blame 
on Federal regulatory measures, the 
Federal Reserve's easy money policy 
and high margins, elimination of in- 
formed trading by insiders, faults 
in tax policies and inquisatorial 
visits by representatives of the SEC. 

The SEC is expected to wait a rea- 


Securities Act of 1934 | 


DIVIDEND NOTICE 


UNION CARBIRPE 
AND CARBON 
CORPORATION 


A cash dividend of Eighty cents (80c) 
per share on the outstanding capital 
steck of this Corporation has been 
declared, payable January 1, 1938, to 
stockholders of record at the close of 
business December 3, 1937. 


ROBERT W. WHITE, Treasurer 


sonable time to see what action is 
taken by the officials of the Ex- 
change before it takes additional 
steps. But unless this action is 
forthcoming the edict of Mr. Douglas 
is that the SEC will attempt to im- 
pose administrative and functional 
reforms. 

GLENN NIXON. 


Brussels Conference 


Explains Its Inaction 


[Continued From Page 7.] 


sion and hasten the restoration of 
peace in the Far East. 

This delegation notes that the 
suspension of the conference’s sit- 
tings is to be only temporary and 
that this is deemed advisable in or- 
der to allow time for the participat- 
ing governments to exchange views 
and further explore all peaceful 
methods whereby a just settlement 
of the dispute may be attained con- 
Sistent with the principles of the 
Nine-power Treaty and in conform- 
ity with its objective. 

As regards such further explora- 
tion by the participating govern- 
ments the Chinese delegation cannot 
refrain from expressing its convic- 
tion that in order to make this ad- 
ditional effort successful it is not 
only essential that such an effort 
be made actively and promptly but 
is also indispensable to consider at 
the same time the necessity of con- 
certed action in the form of positive 
aid to China and restrictive meas- 
ures against aggression. 


DIVIDEND NOTICE 


Convertible Preference Stock, 
$4.25 Series of 1935, Dividend 


A regular quarterly dividend of $1.00% on the 
Convertible Preference Stock, $4.25 Series of 
1935, of COMMERCIAL INVESTMENT 
TRUST CORPORATION has been declared 
pavable January 1, 1938, to stockholders of 
record at the close of business on December ‘10, 
1937. The transter books will not close. Checks 
will be mailed. 


Common Stock—Regular Dividend 


A regular quarterly dividend of $1.00 per share 
in cash has been declared on the Common Stock 
of COMMERCIAL INVESTMENT TRUST 
CORPORATION, payable January 1, 1938, to 
stockholders of record at the close of business 
December 10, 1947. The transfer books will not 


close. Checks will be mailed. 
JOHN I. SNYDER, Treasure 
November 26, 1937. 


CANADIAN GOLD MINES 


Latest Map and Analysis of the 


MALARTIC 
GOLD AREA 


forwardea _ upon request. 
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Members 
| TORONTO STOCK EXCHANGE 
| 60 KING STREET W. - TORONTO 


‘4 Sunniest 


Winter 


i ARIZONA 
CALIFORNIA 


There’s a place to measure up to your 
Winter vacation ideals among the myriad 
resorts of the colorful, inviting Southwest. 


If you want to camp under a summery 
sun or glistening stars with your only 
companion a friendly pinto, you can. Or if 
you prefer your pleasures amid the modern 
comforts of a palatial hotel, guest ranch 
or inn, they’re there, too. 


You go direct —from Chicago — soonest to 
sunshine on the Rock Island. Service is 
supreme on the All-Pullman Golden 
State Limited, the fine Apache, or the 
Lusury-Economy Californian, 3 trains 
daily —all completely air - conditioned, 
Morning and evening departures — morn- 
ing or evening arrivals. 


Also through service daily from St. Louis, 
Minneapolis - St. Paul and Memphis. 


Learn all—here’s a coupon. 


w. J. LEAHY, Pass’r Traf. Mér. f 
Rock Island Lines 
723 La Salle St. Station 
Chicago, 


and complete travel information 


Picase send me literature 
é 


BOUT thirty years ago, the thrills 

of streetcar riding were crowded 

out of youthful favor by the automo- 
bile. But they’re showing strong signs 
It’s old stuff to 


of a comeback today. 


go downtown in the family car — but 
gosh! wouldn’t it be fun to go in that 
big, shiny, low-slung trolley! It travels 
along so smooth and nice you can 
hardly hear it coming — picks up and 


“goes places” like 


ad Spo rt 


There’s a 


villes”’ 


roadster. 


And talk about four wheel brakes...| 
It is a far cry from the “Tooner- 
of yesterday to the modern 
streamline electric cars and trolley 
coaches. This new-day electric equip- 
ment is evidence of the 
pleased” attitude of modern street- 
transit management. 
speed and mobility with the clean, 
quiet smoothness of electricity itself. 

To make such equipment possible, 


Westinghouse 


‘Aw please, mother- 


cant 


we go on the 


STREET CAR?’ 


engineers 
apparatus 
“public-be- 
It combines 


through w 


services to 


“new” kind of transportation on our city streets today 


car builders called upon Westinghouse 


to solve many technical 


problems. On a large proportion of 
the new cars, 


the motors, control 
and braking systems are 


Westinghouse-built. The street rail- 
way industry is thus one of many 


hich Westinghouse serves 


the public indirectly, besides its direct 


homes, farms, offices and 


factories everywhere. 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 

GEORGE WASHINGTON 


Vol. 5, No. 48 


November 29, 1937 


“|! wholly disapprove of what you say but will 
defend to the death your right to say it.” 
VOLTAIRE 


WHEN POLITICS MEETS ECONOMICS 


Conferences Between President Roosevelt and the Utility Executives Mark an Earnest Desire 
On Both Sides to Aid Business Recovery Through Private Capital Spending—The 
Investor Will Decide the Issue of Supplying Funds 


RESIDENT ROOSEVELT wants the utilities to 
spend money to help give employment. 
The utilities want to do it. 
Where is the money coming from? 

The public will have to supply it—the investors who 
have always supplied the funds for business expansion. 

But why do not the utilities borrow the money and get 
on with their expansion or rather the filling of the big 
shortages of facilities that have accumulated in the last 
five years? : 

Mr. Roosevelt met with two leading utility executives 
last week to find out the reason. 

The conference was of transcendent importance. It 
was an object lesson in government—the power vested in 
one man to decide the fate of a $12,000,000,000 industry. 
It was a conspicuous meeting of the political and the eco- 
nomic viewpoints in an earnest effort to find some solu- 
tion to a situation in which state socialism and public own- 
ership on the one hand, having seized control of the public 
purse through political channels, is now face to face with 
a private capitalism which is apprehensive, fearful, de- 
moralized to a point where the whole future of the sys- 
tem of private initiative hangs in the balance. 


THE PROBLEM To Mr. Roosevelt's credit be it 


said that he is arealist. He deals 


OF BUILDING with what is directly before him. 
UP CONFIDENCE He has by no means been won 


| over completely to the state so- 
cialism idea even if he has encouraged the trend in that 
very direction. He still thinks he can find a compromise 
between the two philosophies. 

But where the President will find his hardest problem 
is in convincing the investor that the government with 
one hand can bait and sabotage private systems of busi- 
ness and with the other hand can, by mere words, lift the 
morale of the whole economic system to the point where 
investors will part with their money. He must persuade 
the investors that they should lend their funds—that they 
invest money in uncertainties with the same zeal that they 
have invested their savings under the rules of prudence 
and certainty established heretofore by the courts and 
government commissions in dealing with the ownership 
of private property. 

The President told the utility men they had nothing to 
fear. He spoke of data showing that at best the Govern- 
ment could furnish competition in only 18 per cent of the 
area of the United States. But Mr. Roosevelt didn’t stop to 
consider what this meant in terms of the dollars invested 
already or likely to be. Thus, for instance, draw a line 
250 miles north of the Norris Dam of the TVA and it 
lands you in Ohio. Suppose the Federal Government sub- 
sidizes the municipality which buys power and creates an 
artificial market? Would the mayor of a near-by city be 
content to let the first city get the gravy without making 
a furore and demanding equal aid from the Federal Gov- 
ernment? Human nature answers in the negative. 


NEW DEAL HAS _ Take 18 per cent of the bricks 


from any building and you can 


ROUSED FEARS topple it down if you pick stra- 
OF INVESTORS tegic points in the foundations. 


And who will assure the investor 
that the Government will not create competition in the fu- 
ture by more and more subsidies? Can Mr. Roosevelt or 
any other President give such assurances? Once the prin- 
ciple of state socialism is accepted, the investor starts to 
hoard his funds and eventually, as in other countries, he 
starts to move his money across boundaries in the flight of 
capital that always spells the downfall of democracies and 
the substitution of the iron hand of fascism. 

Why, it should be asked of the President, is it that for 
the last five years not a dollar has been invested in any 
common stocks in the utilities of the country and, in the 
case of preferred stocks, not a dollar except for refunding 
of existing issues? Is this due to psychology—the “gen- 
eral feeling”—or is it due to the common sense of the in- 
vestor who doesn’t rush in with his money to a lending in 
which the whim of one man seeks to decide legislative, ex- 
ecutive and judicial questions arising out of the invest- 
ments in question? 

With all due respect to Mr. Roosevelt, he cannot do 
more than a few tasks each day. His health, his mind, his 
body are capable of doing only a few things out of the 
multitude entrusted to him by a pass-the-buck Congress. 
America ought not to put her powers of government in 
one man. It is wrong from the viewpoint of the man and 
it is wrong from the viewpoint of the people’s interest. 
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By DAVID LAWRENCE 


Mr. Roosevelt is struggling with one of the most intri- 
cate problems of government—regulation of a natural 


monopoly. He is trying to settle an immense dispute. He | 


has been fed political prejudices and demagoguery by the 
agitators and he has refused to sit down with the utility 
men to get their side of the case till last week. They have 
conferred with him before but never has he shown any 
signs of really getting to the bottom of the problem. 


CONCESSIONS And what does Mr. Roosevelt 


find? A well-balanced and rea- 


MUST BE MADE sonable point of view on the part 
ON BOTH SIDES of the utilities, indeed an implicit 


confession that the criticisms ex- 
pressed by Mr. Roosevelt and his associates have not been 
all groundless. But the emphasis by the Administration 
on the abuses has destroyed its sense of fairness toward a 
consideration of the virtues. 


America today has the finest electrical system in the 


world, the finest engineering, the finest achievements in 
the whole field of the electrical sciences. What has been 
wrong? The method of valuation, says Mr. Roosevelt. 
The utilities do not agree but they are willing to change 
the basis of valuation in the interest of harmony. 

' What else? The pyramiding of holding companies and 
the write-up of capital structures? On this Mr. Roosevelt 
is right. The utilities say they will accept the simplifica- 
tion of holding companies. Also there is another form of 
protection nowadays because the rules of the SEC deal 
drastically with the issuance of new securities. — 

So there’s a basis for agreement. The utilities’ manage- 


ments and the Government seem on the surface to con-. 


stitute the parties who can arrive at a satisfactory adjust: 
ment. But then we come to the really vital problem— 
government competition. On this the utilities and the 
President may have much to say but the final say will be 


by the “party of the third part” who will have to be con- 


vinced—the investor. He will see through political com- 
promises and political vagaries. He will hold on to his 
money till certainty is substituted for uncertainty. 


SHOULD GIVE Mr. Roosevelt might as well 
realize now that he is in the posi- 


LENDERS FAIR tion of offering a prospectus to 
PROSPECTUS the lenders of funds in America. 


That prospectus must not omit a 
material fact. It must not leave any loopholes for future 
sabotage of the investment by a change of mind or a 
whimsical turn of the wheel of politics. 

Let’s consider why this is so. 

A utility system is usually financed about in this pro- 
portion—fifty per cent by bonds, twenty-five per cent by 
preferred stocks and twenty-five per cent by common 
stocks. Everybody knows that a good bond issue is one 
in which the net income is big enough to amount to at 


least two. or three times the fixed interest charges. This 


is considered the “cushion” for the bond investor. 

But this same “cushion” or margin attracts the preferred 
stock and common stock investor. Mr. Roosevelt points 
out that most of the operating companies are doing very 
well with their earnings nowadays and he says, therefore, 
that the investor has nothing to fear. But if the President 
will look at the stock market tables each day he will find 
plenty of stocks in all lines of business where the book 
value and earnings at present are excellent but where the 
price is very low indeed. This is because the investors 
think the future of those stocks is dark or uncertain. 

Mr. Roosevelt has been urging the railroads to issue 
less bonds and see that more common stock, or “equity 
money” is invested. Yet with respect to the utilities, the 
latter have been compelled by reason of governmental 
policies to bond their properties more and more and to 
forego common stock money because they couldn’t 
attract it under policies of the present Administration 
and Congress. 


JUSTIFICATION As stated above, there must be 
a reason why in five years not a 


IN DIVERSIFYING dollar has been invested in the 
INVESTMENTS common stocks of utilities. This 


has not been true of any other 
industry. 


The investor may look at the present earnings but he 
must also take account of his future risk—and the danger 
that the government itself may destroy his investment. 

While intermediate holding companies have often been 
an abuse, the simple form of parent holding companies has 
given the investor a chance to diversify his investment so 


Address The United States News, 2201 M Street, N. W.. Washington. D. C. 


ARE NEEDED and should forbid intermediate 


that hazards in one section would be overbalanced by good 
revenues in other sections of the country. If this is un- 
sound for utilities then it is unsound for every holding 
company in every other line of business. If Mr. Roosevelt 
were to insist on a “death sentence” for holding compa- 
nies in all industries he would be bringing on the worst 
panic in all history. Again if the principle of diversified 
risk is unsound, then insurance companies and trusts with 
diversified investments are unsound and the farmer who 
rotates his crops is unsound. 

There is much good that can be accomplished by a strict 
regulation of holding company practices so as to avoid 
pyramiding and manipulation and false inter-company 
charges. But the idea of having a large company with 
ample funds to take care of small companies in various 
parts of the country, and especially not in the same geo- 
graphical region, is common horse sense. The investor 
would be a fool to accept Mr. Roosevelt’s present law 
which requires all holding companies to be “geographical- 
ly integrated”. It is well known that regional risks are a 
phenomenon of a big industrial and economic system. 


UTILITY LAW What then is to be done? The 


holding company law should re- 


AMENDMENTS tain its scope of strict regulation 


companies but an amendment 
should be passed to eliminate every menace to simple par- 
ent companies which exist for financial aid to smaller 
Operating units. 

Next, the government should require that public power 
from such plants as the TVA be sold either to public or 
private plants but at prices based on the same accounting 
methods which the Government now requires of the pri- 
vate companies. Duplication of facilities should be 
avoided and if a municipality wants to build its own dis- 
tributing system, it should not be aided by the federal 
government but should build such a plant or buy the ex- 
isting system out of its own financial credit. A fair tri- 
bunal can be set up to appraise the true value of private 
plants sold to municipalities. 

There should be no gifts or grants from the federal 
government to the cities or districts which want to buy 
power—no artificial stimulation of the market for gov- 
ernment power. 

It is a tragic commentary on present-day events that 
a paragraph like the above has to be written. For it 
really means that no private property is safe from the 
invasion at any moment of government competition or 
the extension of federal funds to states and cities to en- 
gage in private business. 

The Supreme Court of the United States will shortly 
be asked to pass on this very issue. The American people 
do not believe in state socialism and they do not want 
their cities and states put into business with federal funds 
granted under the guise of “pump-priming.” There is 
no good reason, of course, why the federal government in 
an emergency should not make grants for relief of human 
beings but this is a far cry from making subsidized grants 
to cities to break down private investments. 


ASSURANCE OF The Constitution of the United 
States would seem to have been 


SECURITY MUST written to protect the individual 
BE PROVIDED against the encroachment by gov: 


ernment on the opportunity of 
the citizen and there is a vast difference between govern- 
ment regulation and government ownership. The for- 
mer is desirable, especially where natural monopolies ex- 
ist, but the latter deprives the citizens of their businesses. 

Will investors put their money in a $2,500,000,000 pro- 
gram of “private pump-priming” for the utilities on the 
assurance of one man that he will be considerate in the fu- 
ture where he has been inconsiderate in the past? 

Is this the American form of government where one 
man’s whim can cause deflation and huge losses to invest- 
ors? There need be little expectation that investors will 
rush in with their funds. The President and the Congress 
will first have to amend existing laws and protect private 
property before people will lend out their savings in answer 
either to a sentimental plea or a hastily patched up truce 
between the utilities and the government to meet a po- 
litical exigency or the political implications of a new 
depression. 

If the President in his future conferences considers the 
investor, he will find that the problem today is: Uncer- 
tainty vs. Certainty—Government or private ownership of 
electric power utilities. 
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